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RISING HEALTH INSURANCE PREMIUMS 
UNDER OBAMACARE 


WEDNESDAY, JUNE 24, 2015 

U.S. House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Oversight, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:04 a.m., in Room 
1100, Longworth House Office Building, the Honorable Peter Ros- 
kam [chairman of the subcommittee] presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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Chairman Roskam Announces Hearing on Rising Health Insurance Premiums 

Under Obamacare 

House Commiliee on Ways and Means Subcommittee on Oversight Chairman Peter J. 
Roskam (R-IL) today announced that the Committee on Ways and Means Subcommittee 
on Oversight will hold a hearing on the ctTccts of the Affordable Care Act ( ACA) on 
health insurance premiums. The hearing will lake place on Wednesday, June 24, 2015 at 
10:00 AM in Room 1 100 of the Longwortli House Office Building. 

Oral testimony at the hearing will be from the invited witnesses only. However, any 
individual or organization may submit a written statement for consideration by the 
Committee and for inclusion in the printed record of the hearing. 

Details for Submission of Written Comments: 

Please Note: Any pcrson(s) and/or organization(s) wishing to submit written comments 
for the hearing record must follow the appropriate link on the hearing page of the 
Committee website and complete the informational forms. From the Committee 
homepage, htlp^waysandmcans.housc.gov, select “Hearings.” Select the hearing for 
which you would like to make a submission, and click on the link entitled, “Click here to 
provide a submission for the record." Once you have followed the online instructions, 
submit all requested information. ATTACH your submission as a Word document, in 
compliance with the formatting requirements listed below, by the close of business on 
Wednesday, July 8, 2015. For questions, or if you encounter technical problems, please 
call (202) 225-3625 or (202) 225-2610. 

Formatting Requirements: 

The Committee relies on electronic submissions for printing the olTicial hearing record. 
As always, submissions will be included in the record according to the discretion of the 
Committee. The Committee will not alter the content of your submission, but we reserve 
the right to format it according to our guidelines. Any submission provided to the 
Committee by a witness, any materials submitted for the printed record, and any written 
comments in response to a reque.st for written comments must conform to the guidelines 
listed below'. Any submission not in compliance with these guidelines will not be printed, 
but will be maintained in the Committee files for review and use by die Committee. 

1. All submissions and supplementary materials must be submitted in a single document 
via email, provided in Word fonnat and must not exceed a total of 10 pages. Witnesses 
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and submitters are advised that the Committee relies on electronic submissions for 
printing the oUlcial hearing record. 

2. All submissions must include a list of all clients, persons and/or organizations on 
whose behalf the witness appears. The name, company, address, telephone, and fax 
numbers of each svitness must be included in the body of the email. Plea.se exclude any 
personal identifiable infonnation in the attached submission. 

3. Failure to follow the formatting requirements may result in the exclusion of a 
submission. All submissions for the record are final. 

The Committee seeks to make its facilities accessible to persons with disabilities. If you 
are in need of special accommodations, plea.se call 202-225-1 72 1 or 202-226-34 1 1 
TTD/TTY in advance of the event (four business days notice is requested). Questions 
with regard to special accommodation needs in general (including availability of 
Committee materials in alternative formats) may be directed to the Committee as noted 
above. 

Note: All Committee advisories and news releases are available 
at http://www .waysandmcans.hquse.^ov/. 
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Chairman ROSKAM. The committee will come to order. Before 
we begin, I would like to take a point of personal privilege and ac- 
knowledge the ranking member, Mr. Lewis. You know, it is often 
said that people look at the United States Congress today and they 
can be pretty discouraged and pretty overwhelmed by what hap- 
pens up here. And I began to reflect on that a little bit, and I have 
been, for the past several months, sitting next to a man who brings 
everything that is good about this process to the forefront, and that 
is John Lewis. And when I took over the gavel of this sub- 
committee, I knew he was the ranking member, and I knew he had 
an autobiography, and I read it, and I was fascinated by it. The 
part that fascinated me, oftentimes I put myself into the place of 
someone about whom I am reading in terms of time and place. 

And I began to think and read about what John Lewis did in the 
summer of 1961, that is he took on an incredible physical and 
moral challenge to be one of the original Freedom Riders who was 
to integrate the interstate bus system and all of those things 
around it. 

I was thinking, what was I doing in the summer of 1961? In the 
summer of 1961 I was comfortably in my mother’s womb to be born 
later on in September of that year. And as I thought about it, and 
I had planned to do this before the events of Charleston, and now 
the events of Charleston have come upon us, and as I thought 
about it, I thought what a privilege to sit on a dais with somebody 
who worked so hard to improve the world for all of us, because we 
are all better off, every one of us, regardless of our racial back- 
ground, we are all better off today because of the work and the te- 
nacity and moral clarity and the courage in light of physical trau- 
ma that John Lewis, as a very young man, was willing to endure. 
And so, we have a copy for every member. Walking With the Wind, 
a memoir of the movement by John Lewis. 

I would even go so far as to say I bet you if you give him eye 
contact and corner him, he will even sign the book for you. I really, 
recommend it to you, because it is a work that is an inspiration, 
it is a work that I think can guide us all. And it is an invitation 
basically to come with a sense of clarity to say look, we can take 
on these things. If John Lewis was able to be a part of taking on 
a very broken and dangerous system that was legal segregation in 
the United States and was able to persevere through that, then 
surely we can take on and deal with a number of the challenges 
that are here before us. 

And so, I am so deeply appreciative of his leadership and his 
clarity, and I am very anxious for my colleagues to read this. 

Now, since you don’t get a copy of your own book, I have got a 
gift for you, and that is this, my wife Elizabeth is an oil painter, 
and she has painted a series of paintings, and this is has not yet 
been published or put out anywhere, but one the paintings she has 
done is called Dreams of Freedom, and Dreams of Freedom is a 
portrayal of Martin Luther King, Jr.’s speech in 1963, and I note 
Mr. Lewis was there, I know he was inextricably linked to that 
time that was so pivotal in our history, the march of 1963. And so 
I present this print to you of Elizabeth Roskam’s oil painting. 
Dreams of Freedom for you. And I hope that you will accept it with 
the spirit with which it is presented to you today, Mr. Lewis. 
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[Applause.] 

Mr. LEWIS. Mr. Chairman, thank you so much for those kind 
words. Thank you for making Walking With the Wind available to 
our colleagues. I thank you and your wife for this lovely, beautiful 
painting of freedom, portraying Dr. Martin Luther King, Jr. stand- 
ing at the Lincoln Memorial delivering that speech. I was there, I 
was there, 23 years old, had all of my hair and a few pounds light- 
er. I spoke number six and Dr. King spoke number 10. And out of 
the 10 people who spoke that day, I am the only one still around. 
Thank you for your friendship, thank you for being you and I will 
cherish this. With debate, I will have an executive session with my- 
self, whether put it in my office or take it to my house. Just thank 
you so much. 

Chairman ROSKAM. Thank you, thank you. I should show the 
audience the print. How is that? 

Mr. LEWIS. It is beautiful. 

Chairman ROSKAM. There you go. 

Well, let’s get down to business, shall we? Today’s hearing we are 
going to focus in on this discussion about big premium hikes that 
insurance companies are currently proposing for 2016 under the 
Affordable Care Act. For 5 years, the administration has insisted 
the law would reduce health care costs. The President said that we 
can cut the average family’s premium by $2,500 per year and yet 
the nonpartisan fact checker, PolitiFact, called that a broken prom- 
ise. President Obama pledged that insurance premiums would go 
down, and yet The Washington Post fact checker rated that it as 
a three Pinocchios. In fact, we are 5 years in, the health insurance 
costs under ObamaCare are not going down, they are going up. 
Under the House rules the subcommittee’s job is to evaluate the 
application, execution and effectiveness of the Federal laws. Today 
we are going to do that. 

For the first time since the ACA became law, insurers are able 
to look at a full year’s worth of data claims to calculate premium 
prices for the year ahead. That is an important distinction. So we 
have real data to talk about. The proposed premium hikes tell us 
a lot about how much healthcare costs last year and what insurers 
calculate healthcare costs are going to be next year. On June 1, 
CMS made public proposed premium hikes of 10 percent or more 
for the 2016 plan year, and many of the proposed increases are eye- 
poppingly huge. 

In Maryland, Care First Blue Choice, which covers approxi- 
mately 80 percent of the individual market has asked for an aver- 
age increase of nearly 30 percent. In Missouri, Coventry Health has 
requested an increase of over 22 percent. In North Carolina, Blue 
Cross Blue Shield has asked for an increase of over 25 percent. In 
Tennessee, Blue Cross Blue Shield has asked for over 36 percent. 
In South Dakota one of the largest insurers, Wellmark has asked 
for premium hikes between 24 and 51 percent. 

It is noteworthy in many States, the largest insurers are also the 
ones proposing the biggest increases, which is especially troubling 
if you think about it, because they have got the most data and are 
likely the most accurate. We could go on, but there are a number 
of these prices that have real consequences in the lives of real peo- 
ple. In other words, this isn’t just about insurance commissioners 
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and scholars, this is about what people are actually paying, and 
they are paying this in the context of a false narrative, and the 
false narrative, in my opinion, was this is going to he great, your 
costs are going to come down and you are going to love it. 

So here is a question, how many of Representative’s Noem’s con- 
stituents in South Dakota have gotten a 50 percent wage increase? 
I would venture very, very few in order to pay for those. Now, to 
he fair, these are just proposals, nothing has been finalized yet. In 
36 States, State insurance authorities must approve the increases, 
and often after negotiating with the insurers, but there is a reason 
that the insurers are asking for such big rate hikes, the Affordable 
Care Act isn’t working to lower costs, it is actually driving them 
up in many circumstances. 

President Obama said that under the ACA more people will have 
health insurance so that the costly emergency care would diminish. 
But in order to keep costs down, these plans have relied on nar- 
rower provider networks, meaning fewer doctors and limited avail- 
ability. Also, much of the new law’s health insurance coverage 
came in the form of expanding Medicaid. 

As many individuals can’t get in to see their doctors and many 
doctors aren’t taking Medicaid patients, the net result is that the 
ACA is ironically driving the number of emergency room visits up. 
Just the opposite of what President said and hoped would be 
achieved. 

Are these effects of the ACA just growing pains? Hmm, I don’t 
think so. The law created a number of temporary programs to bail 
out billions in taxpayer funds during the first few years to lower 
the costs seen by individuals and to protect the insurance carriers 
against financial losses, but those programs are beginning to phase 
out. As the government is slowly taking off the training wheels, the 
Affordable Care Act is looking pretty wobbly. 

Even with the billions and billions of taxpayer dollars sent to re- 
duce the sticker price of insurance for individuals to lower their 
out-of-pocket costs, to pump up big insurance companies, to estab- 
lish and operate the insurance market places and more, all hidden 
and shifted costs paid by the taxpayer, even with all that, 
healthcare costs and health insurance premiums are still going up. 

On its Web site, the Department of Health and Human Services 
says this: A new wave of powerful evidence points to one clear con- 
clusion, the Affordable Care Act is working to make health care 
more affordable, accessible and of higher quality for families, sen- 
iors, businesses and taxpayers alike. But look at the facts, pre- 
miums are going up, emergency room use is rising, co-ops are fail- 
ing and there is certainly a new wave of evidence, I would argue, 
and that is one that is pointing in a different direction, and that 
is, that the Affordable Care Act or Obama care is not working as 
promised. 

We are going to have a robust discussion in a couple of minutes; 
we will introduce our witnesses. But for now I would like to recog- 
nize Mr. Lewis for his opening statement. 

Mr. LEWIS. Good morning. Mr. Chairman, I want to thank you 
for holding today’s hearing on the Affordable Care Act. I would also 
would like to thank our witnesses for being here. We are always 
pleased to discuss our landmark health law. 
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I will begin by saying that I have said at countless other hear- 
ings, the law works. The ACA is the law of the land. It was the 
right thing to do, it was the just thing to do, and it was long over- 
due. 

I believe in my core that health care is a basic human right, it 
should not be reserved for a select few, for the rich or for the 
wealthy. Each and every one of us must do all we can to make this 
country better for the least among us, and for generations yet un- 
born. We have a duty to speak up and speak out on behalf of peo- 
ple who have no one to stand up for them. The Affordable Care Act 
responded to the desperation of countless Americans who have a 
need, a right to health care. 

The law provides real benefits to American families. Today, over 
16 million people who did not have coverage now do. More than 
100 million people with existing health conditions can no longer be 
denied coverage. Millions of young people can now stay on their 
parents’ insurance plan until age 26 . And over 9 million hard- 
working Americans have received tax credits to make health insur- 
ance affordable, just as Congress intended. 

During today’s hearing, I would like to learn more about how 
premiums are being set for next year. Many have heard or read 
stories in the press, but these stories may overlook future rate cuts, 
and instead, focus on proposal and still must be reviewed under the 
law. Although these rates are not yet final, I look forward to hear- 
ing more from our witnesses about what they think the final rates 
would be. 

Again, Mr. Chairman, I would like to thank you for holding to- 
day’s hearing. Thank you very much and I yield back. 

Chairman ROSKAM. Thank you, Mr. Lewis. We will hear from 
our four witnesses, two of whom I will introduce, and two of whom 
will be introduced by members of the panel. Our first witness is A1 
Redmer, Jr., who is the commissioner of Maryland Insurance Ad- 
ministration. He will testify about the cost of health plans within 
the State of Maryland and the experiences with Maryland’s State- 
based exchange. Then we also have Seth Chandler, an insurance 
professor at the University of Houston who will testify about con- 
tributing factors regarding the premium spike. 

And I would like to recognize Mrs. Black to make an introduc- 
tion. 

Mrs. BLACK. Thank you, Mr. Chairman. I want to thank you for 
allowing me to be here with you on committee as a noncommittee 
member. I am very proud today to introduce the commissioner of 
my State, Julie McPeak, and she is Commissioner of Tennessee’s 
Department of Commerce and Insurance. She serves in this role 
under Governor Haslam, our current Governor. She has been doing 
so since 2011, and she brings 15 years of experience with her in 
the legal and administrative experience in State government. 

I am also proud, extremely proud to tell you that she has been 
commissioner of commerce and insurance in two different States 
before coming to the State of Tennessee. She was the commissioner 
there in Kentucky and she is the first woman in the country who 
has had this title of being able to serve in two different States in 
this position. 
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I really appreciate her dedication to our State. She has done a 
great joh. She is committed to the State, and we have the most ro- 
bust competitive insurance market possible here under the current 
law. I look forward to hearing her testimony today as she talks 
about the impact of ACA, in particular, on my State’s insurance 
marketplace, specifically on the premiums and also the laws and 
impact on our enrollees, so it is my pleasure to have her with us 
here today. 

Chairman ROSKAM. Thank you. And Dr. McDermott. 

Mr. MCDERMOTT. Thank you, Mr. Chairman. It is my pleasure 
to introduce my colleague Mike Kreidler. Mike before he got in- 
volved in politics was an optometrist, he could see clearly. He 
worked for 20 years for a group held cooperative in Washington 
State so he understands managed care and has been very deeply 
involved in that on a personal, professional level. 

I got to know Mike when I was in the State legislature, he was 
there in the 1970s onward, and then came for a very short stay in 
the United States Congress. He was here 2 years and fate and the 
tides of war took him home again, but he kept up his public service 
by becoming the insurance commissioner of the State of Wash- 
ington and has been such for — I have if forgotten how many years 
it has been — but it has got to be 15 by now, isn’t it? He is a very 
knowledgeable man and I commend him to the committee. He 
knows about both on the doing side as well as the public policy 
side. 

Chairman ROSKAM. Thank you. For our witnesses, your written 
statements are part of the record. You have got 5 minutes, so Mr. 
Chandler, we welcome the opportunity to hear from you. You get 
the joke on this, green, yellow, red, there is a light that will be fair- 
ly intuitive. And if I have to explain that to you, it is hopeless. 

STATEMENT OF SETH CHANDLER, INSURANCE LAW 
PROFESSOR, UNIVERSITY OF HOUSTON 

Mr. CHANDLER. Thank you very much. My name is Seth Chan- 
dler, I am a law professor at the IJniversity of Houston with spe- 
cialization in insurance law and healthcare law. I do a lot of work 
using mathematics to enhance legal analysis. I am here today to 
testify on some of the anticipated premium increases and their 
sources on the exchanges for 2016 with an emphasis on two of the 
famous three Rs. 

Point one, we need to be careful in looking at premium increases. 
There are many occasions on which the net premium increase actu- 
ally seen by an insured, which I think is the most important thing, 
will be considerably higher than the gross premium increase. A fact 
likely to diminish individual choice, and induce policyholders to 
purchase lower cost, silver HMO policies. 

Second, the phaseout of transitional reinsurance and the CR/Om- 
nibus alteration of risk corridors is unlikely, in most cases, to play 
a large role for any particularly large premium increases for 2016. 

Third, the major source of increases is likely to be higher than 
expected claims for insureds, particularly in the more generous 
platinum, and gold, and PPO plans. 

Now for some details. Net premiums, the amount paid after law- 
ful subsidies are taken into account, not the published gross pre- 
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miums are what matters to most people. And as I show in my tech- 
nical appendix, it is a matter of indisputable mathematics that net 
premium increases under the ACA are not, not, not the same as 
gross premium increases. This fact can convert a 10 percent gross 
premium increase into a 15 percent net premium increase; it can 
convert a 10 percent gross into 12 percent net premium increase 
in a way that may impel the purchaser to experience a 50 percent 
increase in out-of-pocket costs. 

People on both sides of the aisle take note. The poor bear the 
brunt of this math. The more heavily subsidized you are, the high- 
er the percentage price increase if you want continuity of insurers 
or continuity of care. 

Based on the actuarial value continuance tables created by CMS 
for its regulation of the Affordable Care Act, I have computed the 
reduction in net claims expenses created by the Transitional Rein- 
surance Programs for 2014, 2015, 2016. The TRP, as retroactively 
modified last week, reduced insurer’s exchange expenses by 14 to 
16 percent in 2014, depending on the metal level. By the way, prior 
to the change last week, the figures were 11 to 12 percent, meaning 
that insurers large and small just received a 3 percent cash back 
rebate from the Federal Government for 2014. 

For 2015, the TRP should reduce insurers’ net claims expenses 
by 3 to 4 percent, and for 2016, the figures are almost the same. 
Since the value of the subsidies have not declined substantially be- 
tween 2015 and 2016, it is difficult to attribute a substantial part 
of the premium increases for 2016 to the phaseout. 

Now, another source of premium increases for 2016, sometimes 
mentioned is the modification of the risk corridors program by the 
CR/Omnibus bill. I did some research and it looks like that is un- 
likely, again, to be a source of a significant change in premiums. 
Yes, it is true that insurers may only received 37 percent or so of 
what they had hoped to receive under CR/Omnibus, but many in- 
surers hope that they will actually make a profit under the Afford- 
able Care Act. 

And, therefore, the big picture is, it is unlikely that when we are 
looking at particularly large increases, the source of those increases 
is the phaseout of the transitional reinsurance program or of the 
alteration of risk corridors. Instead, let’s look at what is going on 
here. Standard & Poor’s has suggested that most insurers lost 
money in 2014, and so it is natural to see them requesting a rate 
increase. But don’t trust the insurers, look it the Obama adminis- 
tration’s actuarial value calculator which it is used to regulate in- 
surers to determine if they are providing value. If you look at that, 
it shows that the gross claims of insurers is going to go up by 13 
to 14 percent in 2016, relative to 2017. 

Let me just conclude by saying that the ACA focused mostly on 
insurance markets. And in the absence of better medical cost con- 
trol, one should everything else hold equal, expect the Federal bills 
for subsidies to increase. Moreover, it is likely to cause an esca- 
lation of premiums, particularly for the more generation PPO plans 
and gold and platinum plans. And if so, we will see a diminishing 
choice of physicians, potentially less continuity of care, and in- 
creased cost sharing for many individuals. 
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Obviously, I am speaking here before King u. Burwell is decided. 
A decision adverse to the Obama administration would not change 
the concepts I am laying out, but it would change the numbers. In 
fact, one of the most interesting things is to think about what hap- 
pens to the transitional reinsurance program if we have gridlock 
both at the Federal level and the States. But if King v. Burwell is 
decided adversely to the Obama administration, you folks have a 
lot more issues to discuss. 

Thank you very much. 

[The prepared statement of Mr. Chandler follows:] 
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Sources of 2016 Premium Increases 

Seth J. Chandler 
Foundation Professor of Law 
University of Houston Law Center 

Th« vte¥v» expressed herein do not necessarily represent those of the University of Houston 


Introduction 

My name fs Seth Chandler and I am a law professor at the University of Houston with specialization in 
insurance law and health care law. I also do a lot of work using mathematics to enhance legal analysis 
I am here to testify on some of the sources of anticipated premium Increases on the Exchanges for 
2016 with an emphasis on two of the '3 Rs." 

Here is a summary of what I have to say. 

■ We need to be careful in tooKing at premium increases: there are many occasions on which the net 
premium percent increase seen by an insured, the important thing, wilt be considerably higher than the 
gross premium percent increase This fact is likely to diminish individual choice and induce policyhold- 
ers to purchase lower cost silver HMO policies. Sometimes the net premium increase will be less than 
the gross. 

■ Although they will conlhbute. the phase out of transitional reinsurance and the Cromnibus alteration of 
risk corridors are unlikely to be responsible for particularly large premium increases for 2016 

■ The major source of increases is likely to be higher-than-expected claims from insureds, particularly In 
the more generous platinum and gold plans 

BecauM I have been obliged to wnte the before King v Burwelt n resolved I am going to assume that the case « 
resolved favorably to the Obama admintstratiorr a position If that is not the case the issues created thereby will not 
make what I say untrue in concepL but the numbers may well change and there will be an issue of greater magnitude to 
debate 

Net premiums will often rise more than gross premiums, 
particularly for low income policyholders 

The gross premium increases that may be coming are troubling to the stability of the ACA. What should 
be yet more worrisome, however, is the increase in net premiums chronically ill or lower income pur- 
chasers are likely to see. This is because gross premiums will not determine most consumer’s behav- 
ior net premiums, the amount paid after lawful subsidies are taken into account are what will matter. 
And. as I show in a technical appendix to my written testimony, the rate of net premium increases is not 
the same as the rate of gross premium increases. Rather, the rate of net premium increases are the 
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difference between the gross premium increases divided by the prior years net premium. As the denomi- 
nator of that fraction decreases - as the person gets poorer - the net premium increase grows. I show 
in the appendix how this fact can easily convert a 10% gross premium increase Into a 15% gross pre- 
mium index. Or how H can convert a 10% gross premium increase into a 12% net premium increase in 
a way that may impel the purchaser to experience a 50% increase in out of pocket costs 
This is not some bug in the ACA. tt is a feature. Baked right into the architecture What it means, 
however, if higher metal level policy premiums rise faster than silver policies and or PPOs rise faster 
than HMOs. is that there will be more pressure than one might expect for purchasers to head for silver 
HMOs 

The phasing out of transitional reinsurance should cause 
significant but not enormous increases in premiums for 
most insurers 

Part of the Affordable Care Act was to provide insurers participating in the Exchanges for free with 
something they otherwise might have purchased; specific slop loss reinsurance. This "R" reduced nsk a 
bit for smaller Insurers but. more importantly, permitted insurers to offer lower gross premiums for all 
purchasers. Unlike the cost sharing subsidies and lax credits. Congress chose by this plan to make the 
reduction no greater for poorer purchasers than for the wealthier 

The estimates I am to provide are based on the Obama administration' s "Actuarial Value Calculator” 
for 2014. 2015 and the current draft for 2016. These calculators have behind them estimates for the 
distribution of claims expenses called continuance tables for purchases of each of the four metal levels 
of policies It Is the method by which CMS determines whether a policy is really offering benefits equal 
lo some specified percentage of claims expenses, 70% for silver. 80% for gold. etc. Thus. I would 
certainly hope it is accurate 

Using Excel to spot check and both the Wolfram and R computer languages to do the bulk of the compu- 
tations. and based on the Actuarial Value Calculator continuance tables. I have computed the reduction 
in net claims expenses created by the transitional reinsurance program for 2014, 2015 and 2016 Using 
the just-increased reinsurance benefits for 2014, the TRP reduced insurers net claims expenses by 
14-16% in 2014, depending on the metal level (Prior to the change last week, the figures were 11-12%. 
meaning that insurers just received a 3% cash-back rebate from the federal government for 2014.) For 
2015. (he TRP, assuming its current parameters are not revised, should reduce insurers net claims 
expenses by 3-4%. And for 2016, the same figures are 3% for ail metal levels. Of course, these are 
average figures. Insurers with unusuaHy large claims expenses may get more benefil out of the TRP 
Insurers with unusually low claims expenses may get less 

So, what does his mean First, since the value of the subsidies has not declined substantially between 
2015 and 2016. it Is difficult to attribute a substantial part of premium increases to this anticipated 
change in the subsidy And even if insurers anticipate some retroactive modification in the generosity of 
the 2016 program, as has occurred in 2014. 1 do not see how, in most cases, the 2015-16 phase out of 
(ransitional reinsurance would lead to increases on the order of 10% of more. Second, most of the 
reduction In the TRP occurred between 2014 and 2015. So, the final elimination of the TRP for 2017 
should rK>t Itself result in enormous increases, though, combined with further increases In claims 
expenses, might well cast the program deeper into an adverse selection cycle. 

A footnote There has been an implication that the ability of CMS to increase TRP payments for 2014 is 
a sign that the ACA is working. This is not correct. The main reason TRP payments could increase Is 
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Ihal they are proportional to tite number of people enrolled. And because this was at least 14% less 
that was estimated at the time the original TRP parameters was developed, it is not surprising that, 
even with higher than expected claims expenses, there could be some extra money to increase the 
subsidy rale 

The modification of the Risk Corridors program will usually 
not be responsible for major increases in gross premiums 

Another potential source of premium increases for 2016 is the modification of the Risk Corridors pro- 
gram by the Cromnibus bill This is a program that offers a free derivative - and I mean that in the 
securities sense - to insurers partiapating In the Exchanges. If they make money - calculated the 
Obama administration's way - they pay Into Risk Corridors, sometimes a substantial amount. If they 
lose money, they get paid by Risk Corridors, again, sometimes a substantial amount. There was no 
guarantee under the prior program that payments in would equal payments out and work by Standard & 
Poors Indicates Ihal, as some, including me had earlier predicted, payments out would Indeed be 
greater than payments in. The Cromnibus bill changes this by making Risk Corridors somewhat akin to 
bankruptcy. If obligations out are greater than payments due. the payments out are reduced pro rata 
until payments out and payments in equilibrate. 

So, the question is. to what extent is this change in the law responsible for premium increases that may 
well be down the pike for 2016. It is my best estimate that .as a result of Cromnibus. insurers essen- 
tially losing moriey will receive about 37% of what they would have received had the federal government 
not required a balanced budget for the program Of all the things I am testifying about here today, this 
one, I believe is the one in which there could be significant error bars around my estimate. There is a 
lot of information we do not yet know 

I further attempted to estimate how much this increase in downside risk would mean to most insurers 
The answer is. it depends, (f. of course, (he insurer was pretty confident that it would make money ~ 
something we might ordinarily expect - then the increase in downside risk does them little harm. Risk 
corridors only Kicks in when you lose money ~ or at least are treated as having lost money by the 
complex formula implemented by CMS On the other hand, if the insurer thought H would lose money 
usir>g that formula or it was very uncertain as to what its financial position would be, then the IncreBse in 
downside risk is somewhat significant I therefore estimated that reasonable bounds on the incremental 
cost to insurers created by Cromnibus ranged from 0 for insurers who expected profitability, O.S percent 
for Insurers that thought (hey would break even and were confident within 95% that their Risk Corridors 
ratio would range from 0 92 to 1 06. and up to 5% for an insurer that thought 11 would lose money but 
had high uncertainty as to its finanaal position. 1 should emphasize that I am looking at the Cromnibus- 
induced change in Risk Corridors, not at the effect of Risk Corridors as a whole. 

The bottom line is, however, when we are looking at gross premium increases over 5% and certainly 
over 10%. it is unlikely that most of (hat is the result of (he Cromnibus modification of risk comdors. 

The main cause of gross premium increases is likely to be 
adverse claim experience 

This is a conclusion reached partly by a process of elimination If if s not the diminution of transitional 
reinsurance and it is not the Cromnibus modification of Risk Corridors that is responsible for large 
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premium increases, what is it? While there could conceivably be other factors such as slate regualory 
developments or interest rate changes, the most obvious candidate is adverse claims experience This 
is particularly so since interest rates have remained relatively stable and the past few years have not 
been a fertile time for major state regulatory reforms in health insurance. Certainly many of the filings 
published thus far by insurers seeking gross premium increases m excess of 10% have so stated and 
work by Standard and Poors strongly indicates that there will far more insurers losing money this year 
than gaining money. 

Before we explore more exotic hypotheses, we should realize that data from the Actuarial Value Calcula- 
tor that the Obama administration uses to regulated Insurers reinforces the belief that adverse claims 
experience is significantly driving higher premiums If one simply looks at the data, the expected claims 
of an insurer offering a silver policy is 14% higher under that calculator for 2016 than it is for 2015. The 
other metals have results of 13%. This data would not factor in either the Transitional Reinsurance 
Program or the Risk Comdors program. And lest anyone think there must be something wrong Mrith the 
data In the Calculator, here is CMSs description of it: The AV Calculator represents an empirical 
estimate of the AV calculated in a manner that provides a dose approximation to the actual average 
spending by a wide range of consumers in a standard population * 

(hltps://Www.cms.gov/CCIIO/Re&ourc8s/Regulations>and-Guidance/Downloads/2015-av-calcu la tor- 
methodology pdf) 

Footnote ‘ I also attempted to see whether there was any difference in the rate of increase between 
medical claims and pharmaceutical claims. I found no significant difference. This is either because, in 
fact, there is no difference or because CMS has not yet differentiated in its 2016 drafts of its actuarial 
value calculator 


Technical Appendix I 

Gross premiums v. Net premiums 

In this material. I use the following notation. 

♦ sgl is the gross premium for the second lowest silver policy in year 1 
e sg2 is the gross premium for the second lowest silver policy In year 2 

♦ y1 is Ihe subsidy in year 1 . 

♦ y2 is the subsidy in year 2. 

♦ rs Is the percent Increase In the premium for the second lowest silver policy between year 1 and year 2. 

♦ g1 IS the gross premium for Ihe policy actually purchased by the insured in year 1 . 

♦ rg is the percent increase in the premium for the policy actually purchased by the insured between year 
1 and year 2. 

If we assume the income of the purchaser remains relatively constant and that Ihe income of Ihe pur- 
chaser bounds the most that it can pay for the second lowest silver policy then the subsidy in the sec- 
ond year for the second lowest premium has to be enough so that the net premium remains the same. 
The algebra below computes a formula for the second year subsidy using this invariance 
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netPremitunBquivalenceRule s Pir 8 t{Solve[ 89 l - yl ss 892 - y2r y2) ] /. S 92 -• S 9 I (1+rs) 
: y 2 ' S 9 I r 1 1 < rajf sgl ■* yl) 


We can now calculate the rate of increase in the net premium if the insured decides to keep its policy 
(and probably its doctors) 

gl ( 1 ♦ rg) - y2 

netPremiuiQlncreaBe s — — - l; 

gl - yl 

We can simplify this expression using the net premium equivalence rule derived above. 

einpllf iedNetPreniuAlncreaBe s 
Simplify [netPremiumIncrease /. netPremlumEquivalenoeRule] 
gl rg rs sgl 
gl yl 

If we Stare at this expression for a bit. we can see tbat it is the difference in the increases in gross 
premiums divided by the net premium for the policy aclually purchased in the poor year. 

We can turn this into a function as follows ; 


aopi[al_. rg_, sgl_, rs^, yl_] 


gl rg - rs sgl 
gl-yl 


We can test this on various scenanos. Here is one In which the gross premium In year 1 for the policy 
chosen Is 1000. the rate of gross premium increase In that policy Is 10%. the second lowest silver policy 
has a gross premium of 800 with a rale of gross premium Increase of 5% And the initial subsidy is 600. 


■nplflOOO, 0.1, BOO, O.OS, 600] 
O.IS 


We can also evaluate the rale of net premium Increase for the policy chosen as a function ol the percent- 
age of the premium subsidized, which is a proxy for income 

Plot ( {Bnpi [1000, 0.1, BOO, 0.05, 800 ♦ subsidyPractlon] , 0.1}, 

(BubsidyPraction, 0, 1), Axes -• False, Frame -»True, PrameLabel -» 

("eubsidy fraction", "net premium increase"}, PlotTheme -* "Monochrome" , 

PlotLegends -» ("net premium increase", "gross premium increase"}) 



net premium tncrease 
gross prerrtium increase 


In the interactive version of this document, you can also see a plot such as the one above in which one 
is permitted to vary other variables such as the ratio of the gross premiums and the two rates of 
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Increase. 


Manipulate[Plot [ (anpi • 800« tq, BOO, rs, 800 * subaidyPraction] . rg). 
(subsidyPraction. 0« 1)« Axes False, 

Frame** True, PrameLabel -• {6ridt((*aubBidy fraction”), 

{RowtRifflefC**", "wealthier”, "poorer", •»•), " '*1]))1» 

"net premium increaae*}, PlotTheme •* "Konocbrome* , 

PlotLegends {"net premium increase", "gross praoiium Increase*)], 

((S| 1.25, "gross premium ratios"), 1, 2, 0.01, Appearance *• "Labeled"), 

{(rg, 0.1, "rate of increase in gross premiums for chosen policy"), 

-0.1, 0.3, 0.01, Appearance *• "Labeled"), 

{(rs, O.OS, "rate of increaae in gross presdums for second lowest silver"), 
-0.1, 0.3, Appearance -• "Labeled”) 



We can also now compute explidOy the circumstances under which the rate of increase in net premi- 
ums wilt exceed the rate of increase in gross premiums. Unfortunately, it is difhcult to find a simple 
English language version of this complex formula. 
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r rr olrg-^rssgl . . . 

R«f lne[ Reduce [|y I 2 0< gl > 0« — > rg, gl z yl, sgl > 0}, rg, RealsJ « yl « 0] 


(gl-yl)» 


|yl«gl<— (Ii2yl^« — • 4 yX && egl > 0 rg > - - 

\ 2 2 

|gl— — (l#2yl‘* — yi • 4 yl && sgl > 0 &4 rs < 0 j | | 
(gl > — (1 t. 2 yl> • - Vl • 4 yl tfc sgl •> 0 && rg < • ■ 


rs sgl 


gl » gl' - 2 gl yl > yl* ' 


rs sgl 


gl • gl* 2 gl yl 4 yl* I 


Technical Appendix 2 

The effect of declining transitional 
reinsurance on insurer prices and 
exposure under the Affordable Care 
Act 

Read in data 

We begin by reading in data from the 2014. 2015 and 2016 actuarial value calculators 

8heetsl4 m Import! 

* /Users/se tbcbsndler/Dropbox/ Scholarship/ AmsterdaBilS/avcalculetor2014.xlea " , 
"Sheets*] 

{Sheet2, User Guide, Enrollmeot Restrictions, AV Calculator, 

variation Results, platinum Cent. Table - Medical, Gold cent. Table Medical, 
Silver Cent. Table Medical, Bronze Cont. Table Medical, 

Platinum Cont. Table Rx Only, Gold Cont. Table Rx Only, 

Silver Cont. Table Rx Only, Bronze Cont. Table Rx Only, 

Platinum Cont. Table Combined, Gold Cont. Table > Combined, 

Silver Cont. Table Combined, Bronze Cont. Table - Combined) 
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sbeetslS • Import ( 

” /Users /sethchandler/Oropbox/Schalarship/Ains terdamlS /avcalculator201S .xlsm" • 
"Sheets"} 


lSheet2, User Guide, Enrollment Restrictions, AV Calculator, 
Variation Results, Platinum Cont. Table Medical, Gold Cont. Table 
Silver Cont. Table Medical, Bronse Cont. Table Medical, 
Platinum Cont, Table Rx Only, Gold Cont. Table Rx Only, 

Silver Cont. Table Rx Only, Bronte Contv Table Rx Only, 
Platinum Cont. Table Combined, Gold Cont. Table Combined, 
Silver Cont. Table Combined, Bronze Cent. Table Combined] 


Medical, 


sheetsl6 « Import [ 

'*/U8ere/S8thchandler/Dropbox/8oholarahip/Aaisterdaml5/avcalculator201€ .xlsm" , 
"Sheets") 


Sheet2, User Guide, AV Calculator, 

Platinum Cont. Table Medical, Gold cont. Table 
Silver Cont. Table Medical, Bronze Cont. Table 
Platinum Cont« Table Rx Only, Gold Cont* Table 
Silver Cont. Table Rx Only, Bronze Cont. Table 
Platinum Cont. Table Combined, Gold Cont. Table 
Silver Cont. Table Cooibined, Bronze Cont. Table 


Medical , 
Medical, 

Rx Only, 

Rx Only, 
Combined, 
Combined] 


Deiecmine relevant sheets 

We now determine which sheets of these muiti - sheet spreadsheets contain the data we want and are 
common to all sheets. 

combinedSheets s Select[8heet8l4 f) sheetalS f] aheetslB, 

StringKatchOItll, Reqularfixpressiont". ♦ContW. \\8«Table\\8*-\\B*Coinbined"] ] 4] 
Bronte cont. Table Combined, Gold Cont. Table Combined, 

Platinum Cont. Table Combined, Silver Cont. Table Combined 

rxSheecs s select (aheetBl4n aheatelS fl sbeetslfi, 

StringMatchOim, RegularExpressionf " . ♦Rx. *"] ] 4] 

Bronze Cont. Table Rx Only, Gold Cont. Table Rx Only, 

Platinum Cont. Table Rx Only, Silver Cont. Table Rx Only] 

medicalBheets a 8elect(Bheet9l4 nabeetslsnabestslS, 

StringHatchQtel, RegulsrBxpressiont". ♦Medical.*"]] 4] 

• Bronze cont. Table Medical, Gold cont. Table Medical, 

Platinum cont. Table Medical, silver cont. Table Hedicali 


Main functionality 

This section develops the major functions used In the analysis. 

combinedRegex • RegularBxpressiooC . ♦ContV\ . \\s>Table\\8*«\\8«Coaibioed") r 
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sheetProcess [xisFileStrinq.f regex^, yearString^] }s 
Module[(s« shaeta, sbeecsAftBoc, dsAssoc, totsAssoc/ augAasoe), 
s« lnport{xl8Pile8tring« "Sheets”]; 
sheets s 8elect[B« StringMatchQ[h, regex] 6] : 
sbeetsAssoc • 

Association^Haptnaoie {9trlngReplace[naffie. {RegularExpresslon(”\\B«”] ^ 
RegularBxpre8Sioa[*\\. "] RegularExpress ion -* •*•)]» 

yearstring} -> Iinport(xisPiIeString, 

{"Sheets”, name)] [[5 ;; 86, 1;; 4)]. sheets] ; 
dsAssoc s Hap{Bheet OatasetipMapfrow *-* AssociatiooThread( 

{*biD*. "count*, "maxd". "binAverage") >> row], sheet]. sheetsAssoc] ; 
augAssoc a Map [ds w With] (tot a ds [All /• Total, "count”] ) . 

ds|All, Append[o, "nomallsedcount” -* ncouot / tot] &]] , dsAseoc] ] 


BwitcbValuefvalue^. paraois i (attach^, cnax_, pct_]] Position[ 

s value < Bl|2| &) /•PartitioD({0, attach, max, «} , 2, 1], True. 1, l]fl, ID 

£{aug_. params : (attaeh_. max_, pot_}] ts 
aug[All /* Total. ttnormalisedCount 6witch[switchValue]tfbinAverage, params], 

1, BbinAverage, 

2, attach* (I'pct) (sbinAverage > attach) . 

3, attach* (l>pct) (max> attach) « (nbinAverage^max)] fi] 

delta[{x_. y.}, OptioosPattem[(”roundingValue" <* 0.01]]] :* 

, X • y , 

Round[ , OptionValue["roundingValu«“) J 

Constants 

We input the TRP parameters for each of the years We use two parameters for 2014, the original ones 
and the revised ones. 

TRPparainetere["2014”] e {45 000, 250 000, 0.8]; 

TRPparameterst«2014a"] ^ (45 000, 250 000, 1); 

TRPparameters [”2015”] s {70000, 250 000, 0.5]; 

TRPparameterB["2016”] « {90000, 250 000, 0.5); 

IgnoreReinsurance » (0, 100 000 000, 0); 

Plans for 20 1 4 
We now process the sheets 

8h2014 s sheetProcess [ 

”yDsers/8ethchandler/Dropbox/Scbolarship/Aoisterdanl5/avcalculator2014.xl8n”. 
combinedRegex, ”2014*]; 
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And get expected claims for eacft mental level, with no reinsurance, with the revised reinsurance and 
with the original reinsurance 

noReici6ur&Dce2014 * Piiiictlon(d, ignoreReinsuranoe] ] /eBh2014 
(| tPlAtiniUDContTablftCoobinod, 2014 > 61S3.63, 

(GoldContTableConbinedi 2014) >« 4995.66f (SilverContTableConbined, 2014| -* 4736.52, 
I BronzeContTableCoiabined, 2014) • 4064. 37|) 

withR«vio«dft«influranca2014 ■ Punetion[d, f(d, TRPparamatera [*30140*] ) ] /•8h3014 
r| iPIatinunContTabloConbined, 2014i *5406.67, 

(GoldContTablaConbined, 2014) <* 4337.27, (SilvarContTableComblned, 2014] * 4095.71, 
(BzonzeContTableCombined, 2014) -• 3522. 06|) 

Mar9e[{aoReinsuraAca2014, withR«viaedSelnauranoa2014) , 
delta(iil, "roundlngValue* <* 0.01] &] 

* I I PlatinumContTableConbined, 2014 ) *0.14, IGoldContTableConblned, 2014 ■ *0.15, 
(SilverContTableConbined, 2014) 0.16, iBronzeContTableCooibined, 2014) -*0.151^ 


Original Plans for 20 1 4 

withRainauranca2014 » PunctloQ[d, C(d, TRPparamotara[*2014*] ] ] /eah2014 
<1 < PlatiniuBContTableCOTibined, 2014) « 5556.06, 

(GoldContTableCooibined, 2014) •» 4468.95, I SilverContTableCopibinad, 20141 * 4223.87, 
(BronzeContTableConblnad, 2014) *3630.521) 

Margo [(DoReiD8uraDca3014, MithRain8uraoca2014) , dalta[al. *ro\i&dlBgVBlue* •♦0.01] S| 
i| iPlatiniimContTablaCofBbined, 2014) *0.11, (GoldContTableConbinad, 2014 *0.12, 

iSilverContTablaconbined, 2014) -*0.12, iBronseContTableCombined, 2014) >0.121) 


Plans for 20 1 S 

We do the same thing for 2015 ... 

8h2015 • ahaatProca8s[ 

* /D8ara/BathchandIar/Dropbox/BcholarBhlp/Ai8atardaBl5/Bvcalculator2015 . xlsn* , 
conbioadRagax, *2015*]; 

uoReinBuranca301S « Function [d, ftd. IgnoraRainsuranca] ] /•■h3015 
<1 iPlatinujuContTableCoobinad, 2015i • 6153.63, 

(GoldContTableCotsbined, 201St -* 4995.66, iSllverContTableCorabined, 20151 -« 4736.52, 
(EronzeContTableCombined, 20151 -« 4064. 37|> 

withReinsxiraocaSOlS s Punction[d, £[d, TRPparaxBeterB[*3015*] ] ] /e8h3015 
t| I PlatinuiaCont.TabieCcxnbindd, 2015t -s 5954.24, 
iGoldContTableCoaibined, 2015] - 4812.54, i SilverContTableCooiblned, 2015 1 -* 4556.69, 
(BronzaContTableConbined, 20151 •• 3911.761) 
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Merge [(noRein8uranc«2015. vrit)iReinBurance2015), delta[ttl, "roundingValue* -^0.01] 6] 

<1 IPIatlnumContTableCombined, 2015} >4 0.03, (GoldContTableCombined, 2015| •»0.04, 
fSilverContTableCombinedi 20IS) —0.04, 'BronraContTableCombined, 2015^ -*0.Q4|) 

Plans for 20 1 6 

And 2016 

8b2016 a sbaetProcass [ 

" /U8ere/sathchandler/Dropbox/ScholarBhlp/Am&terdainl5/avcalculator2016 .xlsm*' , 
cambinedRegex, *'2016*']} 

What is the expected payment for 20 1 6 if there were no reinsurance 

noReln8urance2016 s PunctiOD[d, f[d, ignoreReinaurance] ) /ff sh201€ 

<1 (PlatinumContTableConibined, 2016J -• 6979,6, 

(GoldContTableCombined, 2016 ) 4 5666.2, {SilverContTableCombined, 2016) 4 5384.86, 
(BronzeContTableCombrned, 2016) -« 4602.96 [) 

wltbReiosurance2016 a Punction[d, f [d, TRPparaineCer8{'*2016'*] ] ] /•Bb2016 

<1 (PlatinanContTablecombined, 2016 l -* 6780. 57» 

(GoldContTableCombined, 2016| -* 5483.53, ISilverContTableCombined, 2016 I -* 5204.57, 
(dronzeContTableCombined, 2016) -«44S1.09|> 

Merge [(noReins'uraBce2016, wlthR.ein8urance2016} , delta[Ul, "roundingValua* '^0.01] aj 

<1 IPlatinumContTableConvbined, 2016} -4 0.03, (GoldContTableCombined, 2016} 4 0.03, 
ISilverContTableCombined, 2016) -«0.03, (BronzeContTablsCofiiblned, 2016) -«0.03|> 

What is the increase in gross expected payments from 20 1 6 relative to 20 1 5 

Merge[(KeyHap(Pir8t, DoRein8urance3016] , KeyMap[Pirst, noRelnfiUrance2015] } , 
delta[ol, "roundingValue" -4 0 .01 ) 6] 

l| PlatinumContTableCombined '0.13, GoldContTableCombined -* 0.13, 
SllverContTableCombined 0.14, OronzeContTableCooibined < 0.13|l 

Merge [(KeyMap (First, noReiQ8urance2016] , 

KeyMap(Piret, noReinsurance2015) } , ■ ■ — — ■ ■■ ■ ■ s] 

si(2| * 

<|PlarinumCont.TableCoinbined • 0.134225, GoldContTableCombined 0.134225, 
SllverContTableCombined * 0.136886, BronzeContTableCombinmd <4 0.132514 |> 
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What is the expected payment today given 2016 reinsurance 

withRain8uzanca2016 a Punction(d. C[d, TRPparamatsrs [*2016**] ] ] /•8h2016 
i| (PlatinumContTableCombXned, 2016i >6760.57, 

(GoldContTableComblned, 2016^ - 5463.53, <BilverContTableCoinbined, 2016) •• 5204.57. 
IBronaeContTabloCombined, 20161 -* 4451.091) 


visualization 

noRein«uranc«2016 [All. CbinAvarage", "nozmalizedCount")] 
MisainQiKeyAbaent, All! 


Technical Appendix 3 ; The Risk Corridor Computation 


Post - Cromnibus Risk Corridors 


The original Risk Corridors Formula 

We Stan with the original nsk corndors formula and develop a piecewise function that takes x. the risk 
corridor ratio, and calculates the fraction of that ratio that the government pays to (he insurer. If the 
calculation produces a negative number, the value represents the fraction of that ratio that the insurer 
pays the government 

... 1 / 103 \ 103 lOB. 

riskComdorPaynientfx J :« Piecewisal H — x , <xi f. 

2 t 100 i 100 100 ' 

{ 


SetAttribucesfriskCorridorPayroenc. Lis table] 

The plot below maps the risk corridors ratio into the amount of money the government pays under the 
Risk Corridors program as a function of a particular insurer's risk corridors ratio 
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Plot [rlBkCorridorPayment [x] , {X| Q .85« 1 .15) « PlotTbeme ^ "Detailed" « Axes -4 Palse« 
Frame True , PrameLabel •• ("risk corridors ratio*, "goveriuneot paymeot*)] 



ir we assume (he risk corridor ratio is normally distributed, which would appear to be a reasonable 
approximation, we can derive the distribution of risk corridor payments the government is likely to make 
as a function of m and s. which are respectively the mean of the risk corridor ratio and the standard 
deviation of the nsk corridor ratio. We can write this as r 

t(m_, 8_J i» 

TransCoriDedDistributiontriskCorridorPaynient (xj , x a NormalOistribution[m, s] } 


Computing the Cromnibus Fraction 

NsedB ["Notation ”] 

Quietesynibolize[ c* }; QuleteSymbolise[ z* ] 

’'frii ' > 'I Warning Tt>ftbox&(/uciurttliampimeoDesymboilrs4tiasa 

ai(l)iiaiDridenticaiymbovilreadydsfiiiaOpo8Sibl)Overridin9ir«v<ouSl!aymbol»teiboxat/ucturS'» 

-*'>1. ; Warning IhaboxslructurfliiiempttngobesymbolizsiliBsa 

eiinllaiondenticafeymt>oblf«adydaflr>edpossibly}verri(ling)r«vlousii^ymboUzsil>oxstructijra» 

The dislnbulion of positive payments can be written as a censored distribution, t*. of r on the Interval 
(O.oo). The distribution of negative payments can be written as a censored distribution r of r on the 
interval (-oo.O). 

s_) te Cen8ozed0iBtributlon[( 0, ce), r[m, s] ] 
t*(a_, s_] :e Can8oredDiBtribution[(>«D, 0), t(m, s]] 

We can now calculate the ratio ('‘the Cromnibus fraction ") of r , (he amount the government receives, to 
r*. the amount the government is obliged to pay out under Risk Corridors if the Cromnibus fraction is 
greater than 1, then, under Cromnibus. all insurers get paid fully. If the Cromnibus fraction is less than 
1 , however, then, under Cromnibus. the payment the insurer receives is equal to the payment the 
insurer would have received prior to the Cromnibus bill multiplied by the Cromnibus fraction. It's concep- 
tually not different from figuring out how much unsecured creditors get paid in a bankruptcy: you take 
the assets of (he bankrupt and divide by the liabilities to gel the fraction of their claim that each unse- 
cured creditor receives. 
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We now calculate the mean of the Cromntbus fraction as a function of m and s 


p[iii_« 8_] Abs[ 


Mean[c' [a, ■] ] . 


*^Keantc*[a, ■]} 

We can derive a formula for p(m,$]. It is a rather ugly expression and so I will print it out small 


Styl«[^ a p[n. s]. 6] 






Estimating the parameters to the Cromnibus Fraction 

We now have a general formula that determines, for any mean value and standard deviation value of 
the risk corridors ratio, the Cromnibus Fraction, the percentage of payments that the government will 
now make to Insurers losing money prior to the Cromnibus bill, to the payments that would have been 
owing prior the passage of Cromnibus 

To undertake this computation, we use Information from Standard and Poors, which recently used data 
to estimate the percentage of insurers (14%) that would be receiving money under Risk Corridors and 
the percentage of insurers (30%) that would be losing money. Assuming again that the risk corndors 
ratio is normally distributed, this devolves into an algebra problem of two formulas and two unknowns. 
The list of rules a holds the solution. 
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97 

N[ToRule8[Refine[Reduce[{in e Reals* s 6 Reals. COP[NonnalOistrlbution[]ii. s] « ] 

14 . , . . 103 , 30 , 

, SurvivalPxmction NoniialDistr3.bution[in. s] « 1 « 1* 

100 ^ 100^ 100^ 


(m, s) , Reals] . 


I»V«raAlirre( l»vara«Crfc| 


M. 


109 jQn tAV*r>*Brte| Ijtioo tDvar»«Cr{e| 


£ 


llil 


97 tawrvMrtel - *10) lawr««arfel > 


Erfc[- 


100 InveTB«er(e| 1]«100 XavaraaBrCer lOO 


yfT s 


€ Reals] ] ] 


m ^1.01039, 6 ' 0.0373e97> 


Calculating the most likely "Cromnibus Fraction" 

So. it turns out that the mean value of the distribution of risk corridors ratio that can derived from the 
Standard and Poors data is 1 .01039 and the standard deviation of the distribution of the risk corridors 
ratio that can be similarly be derived is 0 0373897 The probability density function of the nsk corridors 
ratio implied by the Standard and Poors data thus looks as follows 

Plot[PDP[NonBalOi8tributionIiii, s] /. a, x] . (x. 0.6* 1.2). 

PlotThene -• "Detailed”. FraneLabel -• ("risk corridor ratio*. "PDF”}) 


— PDF[NonnalDistributton(m. s|/. o. x) 


OS 0^ 10 1.1 1.9 

rttk avnoor r«w 

This calculation now allows us readily to determine the most probable Cromnibus Fraction. 

d /■ o 

0.366729 

So. as a result of Cromnibus. insurers should expect to receive roughly 37 % of what (hey would have 
received prior to Cromnbus. And they should expect to pay the same amount as they did if they make 
money 
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Here is now a revised graph of what the government will pay as a function of the hsk corridors ratio 

poBtcroanibusRlBkCorridorPaynenttx^] :« 

If (x < If riskCoxridorPayBBnt (x ] , (^ / . a) riBkCorridorPaynant [x] } 

Plot [pofltCroBuiibuBRiBkCorridorPayment [xj , 

(x» 0.85f 1.1S)« PlotThena •* ■Detailed''^ Axes >4 Palsaf Prane <» True. 

PraneLabel >* {”riak corridors ratio** "governsient payment*}} 


-<— poslCromnrtHJsRiBKCorridorPayment(r) 



We can also compare the position of the insurer post-Cromnibus to what it would have been if there 
were no Risk Corridors at all and what it would have been if the government had paid what the statute 
said was owed prior to the passage of Cromnibus. 


Plot [{1 • Xf 1 |x • riskCorridorPayment (x} ) * 

1 - (x > postCroanlbuBRiskCorridorPaymesit [x] ) j . 

(x« 0.85* 1.15) « PlotTheoe •* *Datailed** Axes Palse, Frame •* True< 
FrameLabel -• {"risk corridors ratio** * insurer position*}* 
PlotLegends -• {*no Risk Corridors*, 

*pre-Croanibu6 Risk Corridors** *poBt-CroiDDibus Risk Corridors*)] 



— no Risk Corridors 

— pre-Cromnibus Risk Conictofs 

— poBl-Cromnibus Risk Corridors 


Valuing the greater risk to insurers post - Cromnibus 


Suppose a given insurer believes its risk corndors ratio is distributed as a normal distribution with mean 
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1 and standard deviation 0.04 

//A s NomalDlstributiontl., 0.04] 

MormalDiatributionil. » 0.04] 

Without risk corridors the distribution of (roughly) profits is then 
do 9 TransfonnedDi8trlbutioxx[l > x« x & A/A] 
NormalDistributionlO. « 0.04] 


We can now calculate the expected position of the insurer if they are risk averse. 

pO s Quiet [With [ (eO » SmootbKemalOietribution[Bort [RandomVarlate[dO, 10 000] ] } } , 
NExpectation [Quantile [e0» q] , q o BetaOistribution[l» 2]]]] 

0.0224289 


With original nsk corridors, the distribution (again, roughly) of profits is ... 


dl s Tran8fonned0istrlbution[l (x • riekCorridorPayiMuatfx] ) , xaA/fij 
TransformedDistrlbutionj 




m 

140 

• *) 



40 





M- 

too 

.?) 

11 S X < ii- 

IS * • 100 


1 

9 




•0 

10 

1 is » 



0 



True 


S Cl Normaloistribution[l . 1, 0.0B]j 


We can now calculate the expected position of the insurer if they are risk averse. 


pi s Quiet (Withf (el « 8BiootbXemelDiBtributlon(8ort(RandotnVariate[dI, 10000]]}), 
NExpectation(Quantile[el, q] , q e BetaOistributionfl , 2]]]] 

0.0S92451 


With post-Cromnibus risk corridors, the distribution (again, roughly) of profits is ... 

d2 * Trao8fon»edDi8trlbutlon[l (x • poBtCromnibuaRiakCorrldorPayiBanttx) ) , x « a/a] 

TranBformedDiatribution 

1 X* l£[x< 1, riBkCorridorPaymentfx) , /• a) rlBkCorridorPaymently] t, 

X « NomalDistribution ] 1 . , 0 . 04 ] i 

Finally, we can calculate the expected position of the insurer if they are nsk averse. 

p2 «Hith((e2 9 8inoothKernelDiBtributlon(9ort[Rando!nVariate(d2. 10000])]), 
NBxpectatioD(Quantile(e2, q] , q d BetaOistributionfl , 2]]] 

0.0216643 


pO -p2 
0.000764594 

What we can see is that if the insurer is moderately risk averse but expected to break even on plans 
sold on an Exchange, the original nsk corridors saved them about 0 56% of their expenses Note that 
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ihts is 0.56%, not 5.06%. The post-Cromnibus risk corridors will save (hem only 0.16% of their 
expenses. Thus the Cromnibus modification of risk corridors does not have in the average case what 
most would consider a large effect on probable insurer pricing. 

There is an exception worth discussing. Consider the insurer who, because they wanted to bring 
people into (heir network was willing to pnce polices such that the distribution of the risk corridors ratio 
was as follows: 

VB s NonnalDistributionfl.li 0.08] 

NomialDietribution : 1 . 0.08 

This reflects higher expenses but also rT>ore uncertain expenses. 

We can now rerun the computations under this assumption. 

Without risk corridors the distribution of (roughly) profits is then 
dOB * TransfornadDistributlontl - x, x a yvB] 

HomalDistribution I - O.i , 0.08 | 

We can now calculate the expected position of the insurer if they are risk averse 

pOB • Quiet [With t («0& * SnoothKernelOlotributionfSort [RAndomVeriAtetdOB, 10000]]])^ 
NBxpectation(Quantile(eOB« q] • q « 6etaDi8tribution[l, 2]]]) 

0.MS109 


With original risk corridors, the distribution (again, roughly) of profits Is ... 

dlB > Tran8foxiiiedDistribution[l > (x • riskCorridorPaynent [x] ) « x a ATB] 

TranstornedDletributionj 


1 X • 


A. * f. ” 

«« i« t 

at ifto ^ 


¥i 

'*) 

Si . * c .S2- 

True 


a HonnalDistzibutioni 1 . 1 r 0,08 <J 


We can now calculate the expected position of the insurer if they are risk averse 

plB s Quiet [with[(elB s SmoothKecnelOietrlbutionfSort [RandomveriatefdlB, 10 000] ) ] ) f 
NBxpectation[Quantile[elB, q] , q a BetaOistributionfl, 2]]]] 

0.058997B 


With post-Cromnibus risk corridors, the distribution (again, roughly) of profits Is ... 

d2B « TranefomedDi8eribution[l (x • postCroeinibusRiakCorriderPaynent [x] } / x « //b] 

TranaforioedDiatribution ( 

1 riakCorridorPaymonti^j , (d riskCorridorPayment xf], 

xciHormaLDlauibutionl 1.1, O.OSi' 

Finally, we can calculate the expected position of the insurer if they are risk averse. 
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p2B s irith((e2B « SiBOothK&rnelOi6C:rUration(8ort(Raodo]nvariate(d2B, 10 000] ] ] ) < 
NBxpeccatiODlQuaatile(e2B. qj * q « BetaDi5tribution[l/ 2]]] 

D.11467B 

pOB - plB 
0.0B61109 

pOB - p2B 
0.030431 

In this scenario, the original risk conridors saved the Insurer about 8.6 % of their expenses, the posl- 
Cromnibus risk corridors program saved the insurer about 3.1% of their expenses. This would be a 
practical upper bound on the effect of risk corridors. 
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Chairman ROSKAM. Mr. Kreidler. 

STATEMENT OF MIKE KREIDLER, WASHINGTON STATE 
INSURANCE COMMISSIONER 

Mr. KREIDLER. Thank you, Mr. Chairman, for the privilege to 
be here, Ranking Member Lewis, Members of the Committee. My 
name is Mike &eidler, I am the insurance Commissioner for the 
State of Washington, elected to that position. I am the longest serv- 
ing insurance commissioner in the country. And as Mr. McDermott 
pointed out, I am also a former Member of Congress too. As a pro- 
vider, as an elected policy maker, and also as a health adminis- 
trator, I have enjoyed working on the issues around healthcare re- 
form. And I can be no closer to it than to be insurance commis- 
sioner at a time like this. 

As insurance commissioner for the last 14 years, I have heard 
many personal stories from individuals. One individual for the 
ACA, a women from Kent, Washington, called my office com- 
plaining about a situation where she wanted to have a child, so she 
wanted to do the responsible thing, she got health insurance. Un- 
fortunately, when she was expecting to deliver normally, and as 
scheduled to at the end of July, had to have an emergency C sec- 
tion. Because it was in the 9 months, this is pre ACA, within the 
9 months, it was not covered. She complained to our office. We in- 
tervened with the health insurer and got some reduction in the bill 
that she had voluntarily by the health insurer. So she wound up 
with a very large medical bill, and that was through no fault of her 
own. 

What we saw before the ACA was that we had almost 1 million 
people in State of Washington without insurance, that was 14 per- 
cent of the State’s population. We had 11 insurers in the market, 
which was better than most States, and pretty good, but consumers 
still wanted more choices. 

We carefully reviewed the rates that came before us, but we still 
frequently looked at double-digit rate increases that we had to ap- 
prove pre ACA. Many of the health plans also did not cover mater- 
nity or prescription drugs. The system was not sustainable, the cost 
for continuing to rise precipitously, and we saw the uninsured rate 
continue to rise. 

Now let’s fast forward to today. The health care reform is work- 
ing in the State of Washington. We have an uninsured rate coming 
down some 40 percent, down to 8.5 percent since the Affordable 
Care went into effect. We looked at the numbers going back, and 
that is the lowest numbers that we can have tracking that goes 
back to 1987 numbers that we are looking at, and it is the lowest 
we have seen. 

Premiums are not soaring, the lowest rate request we have seen 
in decades — in fact, if you look at the plans inside the exchange 
now, if you paid the full cost with no subsidy, the average rate 
$384 a month; if you receive a subsidy, it is $174. 

This year, insurers are requesting 5.4 percent, and 3 percent of 
that is actually going to the exchange, to fund the exchange, 3 per- 
cent of the 5.4. We had 11 insurers in the market, that is pretty 
good. We now have 17 insurers and 240 plans for 2016. Consumers 
have more choices, the market is thriving. There are several things 
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that we wound up doing that I think made a big difference. The 
State of Washin^on expanded the Medicaid program, we have 
530,000 people through Washington Apple Health. 

And the other big decision action that I took was that when the 
President offered to say if you keep your canceled policies. I said, 
no, we need to keep the one pool so you didn’t wind up with a good 
pool and a bad pool when it came to risk. And as a result of that, 
it helped to stabilize the market. So we don’t have the problems 
with legacy plans, the grandfathered plans that many other States 
have. 

Second was to create standards for narrow networks. We have 
standards in the State of Washington with network adequacy 
standards that we put into effect for 2015. In fact, we were the only 
State that wound up doing that. It is a level playing field. Insurers 
know what to expect. That is one reason why we are looking at a 
market where we have seen a significant increase in the number 
of insurers going from 11 insurers to now 17, that is a 50-percent 
increase in the number of insurers after the Affordable Care Act. 

The increases are many some of the lowest in memory. Fifty per- 
cent or more of the insurers are in the market, and the insured run 
numbers in the State of Washington continue to plummet. The Af- 
fordable Care Act in Washington is working. I believe it is working 
for the country too. Thank you, Mr. Chairman. 

[The prepared statement of Mr. Kreidler follows:] 



Testimony of Washington State Insurance Commissioner, Mike Kreidler 


Before the House Ways and Means Committee 
Subcommittee on Oversight 

)une 24, 2015 
10:00 AM 


Good morning Chairman Roskam, Ranking Member Lewis, and members of the 
Subcommittee. 

Thank you for the opportunity to testify today about the Affordable Care Act and its 
impact on health insurance premiums. 

My name is Mike Kreidler. and I am the statewide-elected Insurance Commissioner 
for the state of Washington, the longest-serving insurance commissioner in the 
country, and a former member of Congress. 1 am testifying today on behalf of the 
people of Washington state. 

I've spent most of my career in the health care field - either as a provider, elected 
policymaker or health administrator. 

I have worked to reform our health care system for many years. Now, as insurance 
commissioner for the .state of Washington, I am on the frontlines. 



Washington state's health insurance market before the Affordable Care Act 


In my 14 years as insurance commissioner, I've heard hundreds of personal stories 
from consumers who struggled to either find or afford health insurance - too many 
to share with you today. But I'd like to tell you about one woman from Kent, 
Washington, who contacted my office just before tlie Affordable Care Act took effect. 

She purchased an individual health plan before she got pregnant and knew the plan 
had a 9-month waiting period. She was set to deliver at the end of July, but had an 
emergency C-section early in the month. Her delivery was denied because her 
carrier considered it a pre-existing condition. We contacted the company and it 
agreed to cover some of the charges, but she was left with large medical bills, 
despite trying to do the right thing. 

At the end of 2013, before the Affordable Care Act took effect, Washington state had 
almost a million uninsured people. That's 1 4 percent of our state's population. 

We also had a pretty robust individual health insurance market with 1 1 carriers 
participating, but consumers wanted more choices, 

We did a good job of reviewing rates and were deemed by the federal government to 
be an effective rate review state, but the individual market still experienced double- 
digit rate increases in the years leading up to the Affordable Care Act. 

Most individual health plans in our state did not cover maternity or prescription 
drugs - two vital services for most families. 



It was dear to me that without significant health reform, our current health care 
system was not sustainable. Medical costs would continue to rise and more people 
would become uninsured. 

The landscape after the Affordable Care Act 

Today, Tm happy to report that our state’s uninsured rate is at 8.5 percent - 
representing a drop of almost 40 percent since the Affordable Care Act took effect 
and the lowest rate we’ve seen since at least 1987. 

People have access to meaningful coverage that provides critical services when and 
if they need them. 

We have not seen premiums soar. In fact, we’re experiencing record low rate 
requests, and in most cases, approving even lower rates. 

Many people are getting help with their health care costs. In fact, 78 percent of 
people enrolled in our Exchange receive a subsidy to help pay for their coverage. 
The average premium for a non-subsidized plan Is $384.19 and $174.38 witli a 
subsidy. 

This year, insurers in the individual market have requested a record low average 
rate change of 5.4 percent And 3 percent of this request is for an assessment to pay 
for our Health Benefit Exchange, which will likely be lower once our state 
Legislature approves our biennial budget. 
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Before health reform took effect we had 1 1 health insurers in our individual market. 
Today, 17 companies have Hied more than 240 plans for sale starting [an. 1, 2016. 
We are still reviewing these but it is clear that consumers will have additional 
choices. 

Thorough rate review and predictability are keys to our success 

Washington state made several early decisions that have helped our health 
insurance market tlirive. Some of these were easier than others. 

One easy decision was the expansion of Medicaid. Now, more than 530,000 adults 
have accessed coverage through our Washington Apple Health program. 

This decision helped create a stable insurance market for our health insurers. So did 
two more controversial decisions 1 made as insurance commissioner. 

One was deciding swiftly, despite what President Obama said, that canceled plans 
could not continue. To do so would have created two risk pools and seriously 
destabilized our health insurance market 

I also acted early to create standards for the narrow networks we were seeing from 
our insurers, especially in our Exchange market. We needed to do this to ensure 
that all of the insurers knew what was expected, that we had a level playing field, 
and most importantly, that consumers could access tlie services they had paid for. 


■1 
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I believe these decisions are among the reasons why our rates are lower than in 
recent memoi-y, that the number of insurers in our individual market has jumped by 
more than 50 percent, and our uninsured rate continues to plummet. 

The Affordable Care Act is working in Washington state, and I believe it's working 
for our country. Thankyou. 


5 
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Chairman ROSKAM. Thank you. Ms. McPeak. 

STATEMENT OF JULIE McPEAK, COMMISSIONER, TENNESSEE 
DEPARTMENT OF COMMERCE & INSURANCE 

Ms. MCPEAK. Thank you. Good morning Chairman Roskam, 
Ranking Member Lewis and Members of the Subcommittee. Thank 
you for inviting me to testify before the subcommittee on the im- 
pact that the Affordable Care Act has had on health insurance pre- 
miums. And thank you, particularly Congressman Black, for your 
kind introduction. 

As mentioned, I am Julie McPeak, Commissioner of the Ten- 
nessee Department of Commerce & Insurance. I have spent most 
of my career in insurance regulation and I have a strong affinity 
for the country’s State-based system of insurance oversight. 

Tennessee has a Federally Facilitated Marketplace, FFM for 
brevity. The ACA legislation was intended to have significant im- 
pacts, and in that respect, it has definitely achieved its intent. The 
ACA introduced rating and underwriting requirements that fun- 
damentally reshape how health insurance is priced, purchased, and 
administered. These new requirements make a comparison of pre 
ACA policies to ACA-compliant policies, a significant challenge. 
ACA requirements that are cost drivers in terms of premium prices 
are well documented, and include prohibitions on preexisting condi- 
tion exclusions, guaranteed availability and issued requirements, 
and new essential health benefits benchmark plans that create a 
floor for ACA-compliant benefits. 

The ACA significantly impacted an insurer’s flexibility to design 
plans to meet consumer demands. In a post ACA world, plans 
across carriers are much more similar than they are different, and 
carriers compete primarily on name recognition, physician net- 
works and premium price. 

The impact of the ACA on Tennessee’s consumers, its market- 
place and rates, has created significant challenges and uncertainty 
across the State’s insurance landscape. Tennessee has been fortu- 
nate enough to experience consistency among the carriers offering 
policies to our residents. In the first year of the FFM, 2014, Ten- 
nessee had four carriers total writing policies, but only one offering 
policies in all 95 counties. We have received filings for 2016 that 
show five carriers writing policies, but still only two carriers offer- 
ing the policy statewide. 

Outside the FFM, the ACA and its implementing regulations 
have had the effect of segmenting Tennessee’s marketplace. So- 
called grandfather plans and grandmother plans, which were 
known as transitional plans, remain a large block of business 
across our State. This segmentation often creates confusion for con- 
sumers who know they have a policy with a certain insurer, but do 
not understand the block of business that includes their policy. 

Tennessee had competitive marketplace before the ACA and that 
marketplace remains competitive today. Market competition, in 
part, gave Tennessee some of the lowest price FFM products in the 
country. In 2014 and 2015, Tennessee plans have ranked in the top 
five least expensive plans when ranks based on their premiums 
price of the second lowest cost silver plan on the FFM. Having a 
competitive market, however, does not isolate Tennesseeans from 
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seeing significant rate increases. Tennessee insurance carriers of- 
fering plans on the FFM requested rate increases for plan year 
2015 and 2016, from fourth-tenths of a percent to 36 percent, with 
the carriers comprising over 80 percent of the market, requesting 
increases of 32.6 percent and 36.3 percent respectively. 

TDCI is reviewing the proposed 2016 rate increases, and accord- 
ing to Federal guidelines, will need to improve rates by the middle 
of August. These substantial rate increases can largely be attrib- 
uted to medical trends and utilization. In fact, our largest FFM 
carrier reported for calendar year 2014, a medical loss ratio of well 
over 100 percent. To put that in perspective, for every $1 in pre- 
mium received, the company paid out over $1 in claims, operating 
in a net loss, not including the administrative costs of the company. 
The ACA’s strict underwriting and business requirements have left 
carriers with few options to maintain their reduce costs. 

One option that Tennessee has experienced is use of limited pro- 
vider networks. The ACA also established the consumer-operated 
and oriented plan, the co-op program to help create new market 
competition. Tennessee is one of 26 States to have an operating co- 
op, Community Health Alliance Mutual Insurance Company was 
awarded over $73 million in low-interest loans to establish itself in 
Tennessee. 

These first 2 years of operation have been challenging for CHA, 
as the company tried to assert itself in the marketplace while also 
maintaining financial capacity. 

In 2014 CHA had rates that were on the high side of the market, 
and as a result, the company failed to achieve a significant amount 
of volume. CHA revised rates for 2015 and was very competitive 
with the market. In fact, CHA grew too big too quickly and ap- 
proached the Department with a proposal to freeze enrollment 
under U.S. Department of Health and Human Services guidelines. 

We agreed to the proposed freeze and worked with HHS to cease 
enrollment, thereby effectively taking CHA off the marketplace. 
The decision to freeze enrollment remains the right decision for the 
company, and most importantly, for Tennessee insurance con- 
sumers, but the process has not been as efficient as we had hoped. 

For 2016, CHA has requested an average rate increase of over 
32 percent. We continued to review the rate request as well as the 
company’s frozen status for marketplace purposes. The ACA in its 
implementation by HHS has challenged State regulators and car- 
riers by creating and continuing consistent uncertainty. Uncer- 
tainty in the business of risk can nearly always drive up cost or 
lessens competition. In the case of the ACA, I think it has done 
both. 

In the early days of the ACA until exchanges were rolled out in 
2014, Governors, insurance regulators, and carriers looked for guid- 
ance from the Federal Government on exchange structures and 
rules. Delayed or unclear guidance lead certain carriers to sit out 
of certain marketplaces in these first few years to better under- 
stand the new market. 

I personally was told by two national carriers that this uncer- 
tainty contributed to their decision-making processes for the FFM 
and their decisions not to participate. My written testimony pro- 
vides a more recent example of the HHS guidance, introducing un- 
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certainty to market, release after the carriers have submitted their 
rating proposal for 2016. 

Implementation of the ACA has been a challenge. We continue 
to review policy forms and rates for next year, but anticipate that 
Tennessee consumers will again see increased insurance costs for 
2016. Again, thank you for the opportunity to be here look forward 
to answering your questions. 

[The prepared statement of Ms. McPeak follows:] 



INTRODUCTION 

Good morning Chairman Roskam, Ranking Member Lewis, and Members of the 
Subcommittee. Thank you for inviting me to testify before the Subcommittee on 
the impact that the Affordable Care Act (ACA) has had on health insurance 
premiums. 

My name is Julie Mix McPeak, and I am Commissioner of the Tennessee 
Department of Commerce and Insurance (TDCI) and also serve as Tennessee's 
State Fire Marshal. TDCI oversees regulation of Tennessee's insurance industry, 
the state’s fire codes and regulates several hundred thousand Tennesseans in 
their professions and businesses. I also serve in Committee leadership roles at the 
National Association of Insurance Commissioners (NAIC), as an Executive 
Committee Member of the International Association of Insurance Supervisors 
(lAIS), and as a Member of the Federal Advisory Committee on Insurance (FACI). I 
have spent most of my career in insurance regulation, having previously led 
Kentucky's insurance department, and I have a strong affinity for the country's 
state-based system of insurance oversight. 

My testimony this morning will highlight the ACA's impact on the Tennessee 
insurance marketplace. Tennessee has a federally facilitated marketplace (FFM). 
My comments today will focus specifically on the ACA's impacts related to 
insurance premiums and health insurance marketplace participants, both on and 
off the FFM. 

ACA IMPACT 

The ACA legislation was intended to have significant impacts, and in that respect, 
it has achieved its intent. The ACA introduced rating and underwriting 
requirements that fundamentally reshaped how health insurance is priced, 
purchased, and administered. These new requirements make a comparison of 
pre-ACA policies to ACA-compliant policies a significant challenge. While it is easy 
to say that insurance premiums, in general, have increased, the insurance 
products themselves that are ACA-compliant are fundamentally different from 
the pre-ACA policies. Making a straight comparison of premiums throughout the 
ACA implementation timeline is not entirely appropriate. 
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ACA requirements that are cost-drivers in terms of premium prices are well 
documented and include: 

•Prohibitions on pre-existing condition exclusions 
•Guaranteed availability and issue requirements 

•New essential health benefits (EHB) benchmark plans that create a floor for ACA- 

compliant plan benefits 

•Three-to-one (3:1) rate bands based on age 

•Prohibitions on annual and lifetime benefit limitations 

•Increased overhead costs for insurance company administration. 

By requiring all ACA-compliant plans to meet or exceed the new standard EHB 
benchmark and introducing new prohibitions, the ACA significantly impacted an 
insurer's flexibility to design plans to meet consumer demand. In a post-ACA 
world, plans across carriers are much more similar than they are different, and 
carriers compete primarily on name recognition, physician networks, and 
premium price. 

The impact of the ACA on Tennessee's consumers, its marketplace and rates has 
created significant challenges and uncertainty across the state's insurance 
landscape. 

ACA IMPACT ON TENNESSEE MARKETPLACE 

Today, Tennessee has approximately 215,000 covered lives in ACA-compliant FFM 
plans, 65,000 covered lives under individual policies off the exchange, 63,000 
covered lives under small group policies, and 312,000 covered lives in large fully 
insured plans. 

Before the ACA was enacted, Tennessee had two carriers that made up more than 
80 percent of its insurance marketplace. In 2014, when most ACA reforms went 
into effect, Tennessee continued to have two carriers make up more than 80 
percent of its marketplace, although one of those carriers changed. Today, 
Tennessee continues to have two carriers making up more than 80 percent of its 
marketplace, and one of those carriers has changed since 2014. 

Tennessee has been fortunate enough to experience consistency among the 
carriers offering policies to our residents. In the first year of the federally 
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facilitated marketplace (2014), Tennessee had four carriers total writing policies, 
but only one offering policies in all 95 counties. In 2015, we have five carriers 
writing policies with three of those carriers writing in all of our counties. We have 
received filings for 2016 that show five carriers writing policies, with two carriers 
offering policies statewide 

Outside of the FFM, the ACA and its implementing regulations have had the effect 
of segmenting Tennessee's marketplace. So-called grandfathered plans and 
grandmothered plans - also known as transitional plans - remain a large block of 
business across the state. This segmentation often creates confusion for 
consumers who know they have a policy with a certain insurer, but do not 
necessarily understand the block of business that includes their policy. When we 
help field their questions when they call our office, many times consumers do not 
realize the different benefit requirements applicable to such blocks of business. 

Tennessee had approximately 131,000 covered lives under grandfathered policies 
in 2014. That number has decreased slightly to approximately 128,000 covered 
lives in 2015. 

Tennessee had approximately 230,000 covered lives under grandmothered 
policies in 2014. That number has decreased significantly to approximately 
170,000 covered lives in 2015 and will continue to drop further throughout the 
year as one large carrier has decided to terminate its grandmothered block of 
business. 

ACA IMPACT ON TENNESSEE RATES 

Tennessee had a competitive marketplace before the ACA and that marketplace 
remains competitive today. Market competition, in part, gave Tennessee some of 
the lowest priced FFM products in the country. In 2014 and 2015, Tennessee 
plans have ranked in the top five least expensive plans when ranked based on the 
premium price of the second lowest cost silver plan on the FFM. 

Having a competitive market, however, does not isolate Tennesseans from seeing 
significant rate increases over the next few years. Tennessee insurance carriers 
offering plans on the FFM requested the following rate increases for plan years 
2015 and 2016. 
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♦For Plan/Calendar Year 2015: Rates ranged from 7.5 percent to 19.1 percent. 
*For Plan/Calendar Year 2016; Proposed rates range from .4 percent to 36.3 
percent. 

TDCI is reviewing the proposed 2016 requested increases and per federal 
guidelines will need to approve rates by the middle of August. 

These substantial rate increases can largely be attributed to medical trends and 
utilization. In fact, our largest FFM carrier reported for calendar year 2014 a 
medical-loss ratio of well over 100 percent. To put that in perspective, for every 
$1 in premium received, the company paid out over $1 in claims, operating at a 
net loss - not including administrative costs of the company. 

Medical trends and utilization have also impacted Tennessee's grandfathered and 
grandmothered blocks of business. Grandfathered plan premiums have increased 
an average of 11 percent, 14 percent, 12 percent, and 10 percent for years 2012 
through 2015, respectively. In addition, grandmothered blocks of business have 
seen increases of 15 percent in 2013 and 11 percent in 2014. These increases, 
particularly for grandfathered plans, have priced premiums at levels comparable 
to ACA-compliant plans in some cases. 

The ACA’s strict underwriting and business requirements have left carriers with 
few options to consider to maintain or reduce costs. One option that Tennessee 
has seen is the use of limited and/or exclusive provider networks. In most of our 
major metropolitan areas, Tennesseans have the option to select a plan with a 
tight network of provider options. We have urged consumers to comparison shop 
for their policies and to make sure they know what their plan covers, including 
provider options. We continue to receive complaints from consumers who signed 
up for the lowest cost plan In their area who later discovered they selected a 
limited network plan that does not include their family physicians. 

COMMUNITY HEALTH ALLIANCE; THE TENNESSEE CO-OP The ACA also established 
the Consumer Operated and Oriented Plan (co-op) Program to help create new 
market competition. Tennessee is one of 26 States to have an operating co-op. 
Community Health Alliance Mutual Insurance Company (CHA) was awarded over 
$73 million in low-interest loans to establish itself in Tennessee. These first two 
years of operation have been challenging for CHA, as they would be for nearly any 
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startup company, as the company has tried to assert itself in the marketplace 
while also maintaining financial capacity. In 2014, CHA had rates that were on the 
high side of the market. As a result, the company failed to achieve a significant 
amount of volume. CHA revised rates for 2015 and was very competitive with its 
market competition. In fact, CHA grew too big too quickly and approached the 
Department with a proposal to "freeze" enrollment under U.S. Department of 
Health and Human Services (HHS) guidance. 

TDCI quickly agreed to the proposed freeze and worked with HHS to freeze 
enrollment thereby effectively taking CHA off the marketplace. The decision to 
freeze enrollment remains the right decision for the company and most 
importantly for Tennessee insurance consumers. 

Since enacting the freeze, we have fielded numerous calls from CHA policyholders 
and have been in constant communications with HHS about the complaint 
process. The process has not been as efficient as we had hoped. 

For 2016, CHA has requested an average rate increase of over 32 percent. The 
rate filing is currently under review, and our policy analysis team recently sent the 
company a list of questions to further investigate their rate request. We continue 
to review rate requests as well as the company's frozen status for marketplace 
purposes. 

KING V. BURWELL 

The Supreme Court will soon issue a Decision in King v. Burwell that may have 
major implications for Tennesseans. That is probably a discussion for another 
day, so I will only provide the Subcommittee with these general numbers this 
morning: 

•Tennessee has approximately 215,000 covered lives in ACA-compliant FFM 
plans. 

•Approximately 80 percent of that population receives subsidies to help afford 
their premium payments. 
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*The average monthly premium for FFM products in 2015 is $321 and the average 
subsidy for Tennesseans is approximately $211, leaving the consumer to pick up 
the net premium of $110. 

Tennessee does not anticipate making any decisions about hovi/ the State may 
respond to King v. Burwell until the decision is released to the public. 

ACA’S CONSISTENT UNCERTAINTY 

The ACA and its implementation by HFIS has challenged state regulators and 
carriers by creating and continuing consistent uncertainty. Uncertainty in the 
business of risk nearly always drives up costs and/or lessens competition. In the 
case of the ACA, I think it has done both. From the early days of the ACA until 
exchanges were rolled out for 2014, governors, insurance regulators, and carriers 
looked for federal guidance on exchange structure (s) and rules. Delayed or 
unclear guidance led certain carriers to “sit out" of certain marketplaces in these 
first few years to better understand the new market. I personally was told by two 
national carriers that this uncertainty contributed to their decision-making 
processes for the FFM and their decisions not to participate in our exchange. 

A most recent example of HHS guidance introducing uncertainty is market 
withdrawal guidance issued in the last two weeks. The guidance essentially states 
that if a company chooses to leave a certain service area (Tennessee has eight), or 
replace one product offering with another (for example, replacing a PRO with an 
exclusive provider network) that company is withdrawing from the market. In 
"regulator-speak", a market withdrawal prohibits a company from operating in 
that market for five years. 

This recent FIHS guidance came out after all plans and rates were filed for 2016 - 
meaning it was too late, in most cases, for carriers to make any revisions in 
response to the guidance, and after several regulator calls with HHS 
representatives where states expressed strong concerns with the HHS approach. 
HHS decided that it would not enforce the guidance until the 2017 plan year. 

Had HHS implemented this guidance for 2016, Tennessee would have lost two of 
five FFM carriers for five years, meaning consumers in certain rating areas would 
be left with far fewer options for coverage. This example is not atypical of the 
implementation effort, and the guidance places further challenges in the path of 
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states trying to enforce the federal law. The guidance also places significant 
limitations on business decisions of private insurance companies looking to 
compete most effectively in the marketplace. 


CONCLUSION 

The Tennessee Department of Commerce and Insurance is responsible for 
regulating the insurance marketplace in Tennessee, including compliance with the 
ACA. 

Implementation of the ACA has been a challenge. The ACA required a minimum 
package of benefits that was greater than what some plans provided before the 
ACA was enacted. We continue to review policy forms and rates for next year but 
we anticipate that Tennessee consumers will see increased insurance costs in 
2016 . 

Thank you for the opportunity to discuss the Tennessee ACA experience with this 
Subcommittee. I look forward to your questions. 
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Chairman ROSKAM. Thank you. Mr. Redmer. 

STATEMENT OF AL REDMER, JR., COMMISSIONER, MARYLAND 
INSURANCE ADMINISTRATION 

Mr. REDMER. Thank you, Mr. Chairman, Members of the Com- 
mittee, I appreciate the opportunity to testify on proposed indi- 
vidual and small group rate increases in Maryland. And I espe- 
cially appreciate being here on the day that you choose to give trib- 
ute to Congressman Lewis. 

As some added perspective, I have been in the health insurance 
business my entire adult life, including time as a producer, time in 
the Maryland legislature, and time as a CEO of a regional health 
insurance carrier. 

Maryland carriers were required to provide their proposed rate 
increases on May 1. We are currently going through our actuarial 
review of those proposed rate increases and will make a final deter- 
mination by the end of July. 

Maryland does have a State-based exchange. In the individual 
marketplace, we are seeing a low where we see a reduction of .3 
percent by one carrier. We see an increase on the high side of a 
little over 30 percent by Care Eirst, which is our Blue Cross/Blue 
Shield carrier, which lost a significant majority of the market 
share. It is, in part, because they lost significant money last year, 
in part, I believe due to the adverse selection of small employers 
disbanding their small group plans and those employees migrating 
into the individual marketplace. 

As a reference point. Evergreen, which is our co-op, they are 
seeking a price increase of just under 10 percent. In the small 
group market, we see a low of, again. Care Eirst our Blue’s plan, 
asking for a reduction of a little over 16 percent. Evergreen, the co- 
op plan, is asking for an increase of almost 15 percent, which is on 
the high side in the small group marketplace. 

Eor the proposed increases, what we are seeing as the cost driv- 
ers is an increase in the average morbidity as high as 15 percent; 
increased medical trend, we are seeing a low of 3.5, the highest 
point of projection is 7, with projected profit margins in the 1 to 
2 percent space. 

In 2016, we will see another year of uncertainty in the market- 
place, one of the unforeseen factors we just don’t know what the 
answer is, is the effect of the small group market from 50 to 100. 
As a matter of fact, Maryland increased the minimum allowable 
threshold for stop loss — minimum attachment point went from 10 
to 22.5 in an effort to minimize adverse selection by going into self- 
funded plans. 

In the individual market, the uncertainty in part is going to be 
the increase in the penalty, whether that is going to drive any of 
these younger folks into the insured marketplace, or if it is just 
going to be the folks who had been sick in the last year or two mi- 
grating to the guaranteed issue marketplace. 

Also, I want to bring your attention to one of the unintended con- 
sequences of the Affordable Care Act. We have no regulatory con- 
trol over it, but if you go back to January of 2014, we had thou- 
sands and thousands of small groups that wanted to delay the ef- 
fects of the Affordable Care Act so they chose to early renew. In- 
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stead of renewing in January, February or March of 2014, they got 
in under the wire and they renewed in November or December of 
2013. The effect of that, at least in Maryland, is we had a dis- 
proportionate amount of the marketplace, both small group plans 
and the individual marketplace renewing at the same time, and it 
is an operational nightmare for both the carriers and the producers 
to handle that amount of work at the same time. 

Also, finally, Maryland is a little unique; there hasn’t been an ac- 
cess issue in over 20 years. Everybody in Maryland before the Af- 
fordable Care Act had access, whether it was Medicaid for the poor 
or Medicare for the seniors. We had underwritten individual plans, 
we had guaranteed issue, guaranteed renewability with no pre X 
in the small group market for those who couldn’t get an individual 
underwritten plan, we had to State subsidize the individual high 
risk pool. So access was not an issue before the ACA. 

With that, I will be happy to answer any questions. 

[The prepared statement of Mr. Redmer follows:] 
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Ways & Means Oversight Subcommittee Congressional Hearing 
Testimony By: Al Redmer, Jr., Commissioner, Maryland Insurance Administration 
Wednesday, June 24, 2015 at 10:00 a.m. 

1100 Longworth House Office Building, Washington, DC 


Thank you for the opportunity to testify on the proposed individual and small group rate 
increases in Maryland. 

Maryland carriers were required to submit proposed rates for 2016 on May 1, 2015. Vi/e are 
currently going through our actuarial review and expect to make our final determination by 
August 1, 2015. 

The requested rate changes for 2016 in the individual market are: 


All Savers (United Healthcare) 

-3.2% 

Carefirst (CFMI) 

26.7% 

Carefirst (Bluechoice) 

30.4% 

Carefirst (6HMSI) 

30.4% 

CIGNA 

•2.9% 

Evergreen (CO-OP) 

9.7% 

Kaiser 

4.8% 

UnitedHealthCare of the Mid-Atlantic Inc. 

•0.5% 


The requested rate changes for 2016 in the smaii group market are: 


Aetna (HMO) 

6.4% 

Aetna Life 

8.5% 

Carefirst (CFMI) 

■3.1% 

Carefirst (Bluechoice) 

-16.6% 

Carefirst (6HMSI) 

-16.6% 

Evergreen (CO-OP) 

14.8% 

Kaiser 

5.5% 

MAMSI (UnitedHealthCare) 

4.3% 

United Heaithcare 

4.3% 

UnitedHealthCare of the Mid-Atlantic 

4.3% 

Optimum Choice ( UnitedHealthCare) 

-0.4% 
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(n part, based on the direction from Governor Hogan to conduct ourselves in an open, 
transparent way, the Maryland Insurance Administration is engaged in a number of activities to 
solicit feedback. Last Wednesday, June 17, 2015, we held a public hearing on individual and 
small group rates where we invited testimony from interested parties. On Monday, June 22"'’, 
we held our first two of eight "Town Hall" meetings around the state. We have invited 
consumers, producers, businesses and any Interested parties to provide comment on all aspects 
of the Affordable Care Act including, premiums, coverage, the Maryland Health Benefit 
Exchange and any operational issues. We have also scheduled a similar meeting where we are 
hosting our carriers for comment. We are hopeful that we will get useful information that will 
allow us to improve the marketplace in Maryland. 

For the proposed increases we are seeing projections of the following cost drivers: 

Increase in average morbidity as high as 15% 

Increased medical trend of 3.5 - 7.0% 

Projected profit margins 1.0 -2.0% 

In 2016, we will mark another year of uncertainty in the marketplace. One of the unknown 
factors that will affect the market is the expansion of the small group market to businesses with 
as many as 100 employees. The Maryland legislature Increased the minimum stop loss 
attachment point to $22,500 in an effort to reduce cherry-picking and adverse selection. 

In the Individual market there Is uncertainty regarding the effects of increasing the penalty for 
those who choose to remain uninsured, and if it will drive younger enrollees into participation. 
One of our carriers is actually projecting a slight increase in the average age of their pool. 

One of the unintended consequences of the Affordable Care Act that concerns me is the 
operational inefficiency that has resulted from its implementation. As a result of Che small 
group market being effective January 1, 2014, many small groups in Maryland renewed their 
plans early (In November and December of 2013) to avoid the ACA regulations. As a result, we 
have a significant percentage of the small group market and the individual market renewing at 
the same time. This has created operational Issues for both carriers and producers, which has 
resulted in increased administrative costs. 

Once again, I appreciate the opportunity to participate in the discussion and will look forward 
to your questions. 
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Chairman ROSKAM. Thank you all. We will start our inquiry. 
Mr. Kelly of Pennsylvania. 

Mr. KELLY. I thank the chairman. I think all of you were here 
today I really appreciate you being here and I want to make sure 
we get off on the right foot. This has nothing to do with us not hav- 
ing a heart and not wanting to help people who need health insur- 
ance. So I want to make sure we understand that. 

One of the things that I think that is really critical and Pro- 
fessor, I really appreciate your input, Mr. Redmer, thank you for 
what you are talking about. I am an automobile dealer. We just 
went through the new package for our people, it is up over 30 per- 
cent. The way we really keep it at little over 30 percent is by work- 
ing with the deductible a little bit. I have got to tell you, back home 
where I am from, sustainable means capable of being sustained. I 
looked it up, because I wanted to make sure we understand. Sus- 
tainable is a method of harvesting or using a resource so that re- 
source is not depleted or permanently damaged. 

So when we talk about these programs, as a private business 
person your model has to be sustainable or you are on a fool’s er- 
rand, you won’t be able to stay in business. So as I listen to your 
testimony, I am really interested. 

I have to tell you a little bit of what happened to me back home. 
I go to this little restaurant Natili’s in Butler, been there a long 
time. Cindy is the girl who always waits on me. A year ago, she 
says is there something you can do about health insurance. I said, 
well, what is the problem? She goes well, my husband’s firm used 
to include me, now they are not. I am shopping right now. My 
monthly cost is going to be $700 to $800, and my deductible is 
$10,000 so I can get insurance, but for all intents and purposes I 
am not insured. So having an insurance policy and actually being 
insured against out-of-pocket, or what it is actually going to defray 
for you — there is two different worlds out there. And that is why 
I appreciate you all being here, because I hear that in some cases 
it is down; in Pennsylvania it is not down, it is going up. 

But rather than talk in government terms that are too lofty and 
often leave people confused and scratching their head and say, you 
know what? I don’t get it and I will just walk away, because I know 
the government will at some point take care of it all. 

Mr. Chandler, that model that we are on right now is not sus- 
tainable, is it? From a business standpoint, the model that we on 
right now in the Affordable Care Act — first of all, it is not afford- 
able, in a lot of ways, I am talking about people who actually have 
to buy it and pay for it. And then others that have to help invest 
in subsidies in order to make it more affordable for other people. 
So somebody has an out-of-pocket cost, nothing is for nothing. 

Your testimony, I thought it was fascinating, because I think you 
talked in real-world terms about what this means to people. Ms. 
McPeak, you are the same way, Mr. Redmer the same way. We are 
talking about everyday guys and gals who get up in the morning, 
throw their feet out over the bed, go to work, put a roof over the 
head of their kids, put food on the table, clothes on their back, pre- 
pare for the future and try to make sure that they are healthy. 
Every one of you talked in your testimony about a trajectory that 
is unsustainable. Am I missing something there or not? 
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Mr. CHANDLER. In my opinion, Representative, it is very unre- 
alistic to think that this country can afford a situation in which 17 
percent of our GDP goes to health care, and that that starts to 
keep going up and keep going up, it is estimated to go to 23 per- 
cent, okay? Think about, yes, health care is important, but we can’t 
run businesses, we can’t run a society well in which that large a 
proportion of our GDP is being diverted into health care. 

Mr. KELLY. See, our State is getting killed with this. Ms. 
McPeak and Mr. Redmer, if you could. 

Ms. MCPEAK. Thank you for your question. It is an interesting 
concept of sustainability. Certainly what concerns me are the large 
cost increases for premiums that have been requested in Ten- 
nessee. I will tell you, we as regulators test every one of the as- 
sumptions that is included in that rate request. In fact, the loss ex- 
perience is there. So when you are considering a rate increase in 
the 30 percent range, and you know that that is going to affect peo- 
ple in your State, you really want to see if there is any margin to 
assess whether or not there is anything you can to do make that 
less uncomfortable for the residents of our State. The problem is 
under our State’s authority we have to look the rates and whether 
they are unfair discriminatory or actually insufficient. 

In some instances, with the experience that we have seen and 
have been filed in with the rate requests, even the 30 percent in- 
creases may still be deemed insufficient and we made need to order 
increases above those rates in order to protect the financial sta- 
bility of the company. In that regard, I don’t think those rate in- 
creases are sustainable, because those insurers need to stay in 
business to make good on their promises that they have sold to 
every resident of our State. 

Mr. KELLY. Well, I think you are all here for the same reason. 
I think we have the same purpose. The worst thing in your life is 
to make a promise that you can’t keep. I think that somehow we 
went so far down the road on this being affordable and accessible 
that we really missed the part about it being accessible and truly 
being affordable. And my worry is the sustainability of the model 
that we have out there right now, it just doesn’t work; the Presi- 
dent is right, do the arithmetic and you are going to find out it 
doesn’t bode well in the future. 

Thank you for being here, appreciate your testimony. 

Chairman ROSKAM. Mr. Lewis. 

Mr. LEWIS. Thank you very much, Mr. Chairman. Again, let me 
thank each of the witnesses for being here today. A good-looking 
group, beautiful, handsome. 

Commissioner Kreidler, welcome back my dear friend and col- 
league. Again, thank you for being here. I want to learn more 
about how people gaining Medicaid coverage help State insurance 
markets? 

Ms. KREIDLER. Say that again. 

Mr. LEWIS. I want to learn more about how people gaining Med- 
icaid coverage help State insurance markets. 

Ms. KREIDLER. Thank you, Mr. Lewis. And the complimentary 
words that were directed to you were totally insufficient to recog- 
nize your broad achievement. So it is a pleasure to be here to have 
an opportunity to take this question. 
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Its failure to expand the Medicaid program, in my opinion, has 
had very negative impacts on most States, it did not from the 
standpoint of their exchange market, whether it is — most of those 
will are going to be Federally-facilitated exchanges. By virtue of 
not expanding, you wound up with people who would have been eli- 
gible for Medicaid, either because of family members or others who 
get them into the insured market, into the exchange, and as a re- 
sult, you see much higher claims experience, morbidity numbers 
from the standpoint of the exchange. It is very positive to have 
done a Medicaid expansion from the standpoint of helping to hold 
down the rate increases, you artificially push up the rates inside 
the exchange by virtue of not also moving to the Medicaid expan- 
sion simultaneously. 

Mr. LEWIS. Do you think this process that helps States that 
have not expanded Medicaid, like my home State of Georgia? 

Ms. KREIDLER. Mr. Lewis, I would say that one of the things 
that I have seen as a very positive indication is that we see a num- 
ber of States now moving to — Governors moving to try to address 
the issue of Medicaid expansion. I think it is going to be growing 
recognition. When Medicaid was first adopted back in 1965, we 
wound up with at least one State, Arizona, as I recall, held out for 
a number of years, but finally wound up joining. We have many 
more States who have not made the Medicaid expansion here now. 
But I think as they look at it and start to see the effects, one on 
that the rates inside the exchange, but also the effects on their citi- 
zens who would be eligible for Medicaid who are effectively locked 
out right now. We need to do something about it. 

Mr. LEWIS. I know that Washington has a State exchange. If 
the Supreme Court were to decide against the government, will you 
please describe the possible impact on those people living in States 
with a Eederal exchange? 

Ms. KREIDLER. We actually had some experience with that. Mr. 
McDermott will remember this, he was in Congress then, so he was 
away from it, but in the late 1990s, we actually had healthcare re- 
form that had passed in 1993. It was repealed in 1995, but it left 
in place that you could get health insurance after a 3-month pre- 
existing waiting period. What the net result was, we effectively had 
what would be left with the Affordable Care Act is you have a 
guaranteed issue, and you would wind up with the healthy people 
dropping out as rates started to rise, the sick people staying, and 
you couldn’t stick with it. 

In the State of Washington where we had a comparable situation 
in the 1990s, the market actually collapsed. We lost our individual 
market. It took legislative action to see it restored just as I came 
into office in 2001. We would see, in those 34 States that are in 
a position right now to have Eederally facilitated today, in fact, 
could be in a position to see exactly what happened in the State 
of Washington, which is a collapse. This is based, of course, on the 
failure of Congress to come together with a satisfactory resolution, 
and I trust that would be the case. 

Mr. LEWIS. Again, Mr. Commissioner, thank you for being here. 
Good to see you, thank you for your leadership. 

Mr. CHANDLER. My pleasure. 

Chairman ROSKAM. Mr. Meehan of Pennsylvania. 
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Mr. MEEHAN. Mr. Chairman, thank you. I thank the panelists 
for being here. Mr. Redmer, your testimony, you made a statement 
that you have seen costs generated because there has been a 15 
percent increase in morbidity. What is that? 

Mr. REDMER. That is basically — I will describe it as the health 
status of the pool is getting sicker. So they are going to be utilizing 
more services. 

Mr. MEEHAN. Okay, all right, I understand, and that is one of 
the cost drivers. 

Mr. Kreidler, we are sitting here, hearing testimony from two dif- 
ferent places. We have got 30 percent increases on average in Ten- 
nessee. Mr. Chandler has talked about extensive increases in 
Texas. I am seeing them in Pennsylvania, and yet you are saying 
that you have half a percent increase. What is going on? 

Mr. KREIDLER. Thank you for the question. Clearly there are 
some stark differences among the States. I think part of what I 
tried to point out was that I think we were one, fortunate that we 
had a very competitive market in the State of Washington before 
the ACA came in. It has become significantly more competitive, 50 
percent more carriers in the market. Not all States have had the 
benefit of that. 

The second is 

Mr. MEEHAN. Your starting point, the beginning line is at a dif- 
ferent place than other States. 

Mr. KREIDLER. Exactly, and it has had an impact in as we 
went through the process of implementing the Affordable Care Act; 
where you started made a difference. We also had a strong history 
of doing rate review, and by virtue of having a competitive market, 
we saw better rates in the State of Washington than you saw in 
any other because of a competitive market. 

Mr. MEEHAN. Well, so that is a point though, and that is, I 
think, what is lost because we don’t talk about it, it was never sold. 
If you are in this State, it is a generalization that all Americans 
will either benefit, or the costs will go down and that doesn’t seem 
to be occurring. What is the experience you are having with your 
copays and your deductibles? 

Mr. KREIDLER. Copays and deductibles, I will be frank with 
you are a bit of a challenge. 

Mr. MEEHAN. They are going up? 

Mr. KREIDLER. While you have been successful in limiting the 
total out-of-pocket expense for individuals, copays and deductibles 
have gone up. 

Mr. MEEHAN. That is capturing them on the other end. 

Ms. KREIDLER. It winds up having net effect for individuals. 
But if they get really sick, they really benefit, and it puts a limit 
on their total out-of-pocket. You want the insurance, if you really, 
really absolutely need it or you are willing to pay for some of the 
copays and deductibles before you reach the point where you 
achieve that out-of-pocket expense limit. 

Mr. MEEHAN. Let me close with Mr. Chandler and Ms. McPeak 
and Mr. Redmer if you have insights on these too. I made this 
point: generalizations that were made that the average American 
is going to save $2,500 under the plan, if you like your doctor, you 
are going to keep your doctor. Now we are seeing in Pennsylvania 
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as an example, the rate increases in western Pennsylvania where 
my colleague Mr. Kelly is from, 30, as high as 40 percent on aver- 
age. And networks are narrowing, not expanding. So can you ex- 
plain to me what is happening in the marketplace in the aftermath 
of those promises, are we seeing the $2,500 savings an are people 
keeping their doctors or are networks getting narrower, or are nar- 
rower networks a good thing. Mr. Chandler? 

Mr. CHANDLER. I think that assertion deserved every Pinocchio 
that it received. What you are seeing is an entirely predictable re- 
sult. Community-rated plans in most jurisdictions have heen sub- 
ject to severe adverse selection problems. And I believe we are be- 
ginning to see precisely that with the rate increases we are seeing 
here. 

Mr. MEEHAN. Ms. McPeak. 

Ms. MCPEAK. Well, I certainly don’t hear from consumers who 
are saving any money on insurance premiums. I hear quite the op- 
posite from consumers who are calling my office. 

What I would suggest about the transitional plans, if you can 
keep your policy — if you like your policy you can keep it. In Ten- 
nessee we allowed those transitional policies to continue knowing 
that that was going to further segment the market because we 
wanted to have those choices available to our Tennessee con- 
sumers. 

The problem was that position was decided by President Obama 
45 days before the plan year started, so the rates were already filed 
and approved in our office. The plans were already on the Feder- 
ally facilitated exchange rates to be purchased. So allowing those 
transitional plans to continue didn’t have nearly the significant ef- 
fect, and the insurers were already locked into rates that they had 
already seen. 

I think what you are seeing in the marketplace, with the in- 
creased deductible, copays and limited networks are insurers and 
consumers trying to moderate some of those claims-based rate in- 
creases that are justified in trying to moderate those 30 percent 
into lower amounts. So they are choosing policies that, again, have 
payment on the back end as you described, or have such limited 
network that they don’t have the provider choice as before the 
ACA 

Mr. MEEHAN. Mr. Redmer. 

Mr. REDMER. Yes, two things, number one, the narrow provider 
markets, this gives the carrier the ability to demand and extract 
greater concessions from those providers that are left in that nar- 
row market. And I would speculate that if the markets are made 
broader, and they have more providers, that is going to result in 
even higher price increases than we are seeing now. And when you 
talk about the effects on the consumer, and I just want to throw 
this on your radar screen, because I think it is a national issue, 
and that is the significant, unbridled cost of air transportation, pri- 
marily helicopters, that is resulting in balance billing for the con- 
sumers, thousands and thousands and thousands of dollars. And 
these are folks who are not in networks; it is a significant national 
issue. 

Mr. MEEHAN. What choice do you have if you are lying on a 
turnpike after an accident and they call 
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Mr. REDMER. You don’t, that is the problem. You don’t. And of- 
tentimes the patient, who has no choice, has no clue that they are 
going to get a $25,000 to $40,000 bill, there is going to be a balance 
bill from a helicopter service. 

Chairman ROSKAM. The time has expired. Mr. Doggett. 

Mr. DOGGETT. Thank you, Mr. Chairman. Thanks to all of our 
witnesses. Mr. Chandler, I was pleased that you drew attention to 
the fact that 17 percent of our gross domestic product is focused on 
health care and it could rise to almost a fourth of our total national 
economic output. That was certainly a consideration of our writing 
the Affordable Care Act, in noting that despite the fact that we de- 
vote some resources to health care that we don’t get the best out- 
comes verses some of the countries that are devoting significantly 
less. Of course, one of the objectives, and there were modest im- 
provements in the Affordable Care Act, was to address the problem 
of soaring costs. 

One of the major omissions of the Affordable Care Act has been 
the failure to address soaring pharmaceutical costs. Indeed, par- 
ticularly in the last year, the cost of the — soaring costs of cancer 
drugs has been almost inconceivable to see those who are facing a 
diagnosis of death, facing not only that, but a diagnosis of personal 
bankruptcy on their copays for drugs that are costing tens of thou- 
sands of dollars, over $100,000 for some. Not only having the im- 
pact of personal bankruptcies, but threatening insurers and Medi- 
care, given our inability to negotiate for Medicare on drug prices. 

One of the very modest steps taken in the Affordable Care Act 
was to set up an independent panel given the inability of Congress 
to address soaring health care costs. And so the action that was 
taken is that yesterday, we repealed that modest cost containment 
provision, that won’t take effect for another 9 years, and pay for 
the repeal by limiting the prevention fund, taking money that was 
designed to encourage preventative steps such as treating diabetes 
and preventing diabetes instead of paying for amputations. All of 
this done without any alternatives being offered, as to how rising 
healthcare costs would be addressed. 

Today, we are speculating on an incomplete of proposed premium 
increases that will not be finalized for months, that some States 
have the ability to deny or limit in the rate review process, and 
many States do not. Against that speculation, we have a certainty 
and that is that if tomorrow at 10 o’clock or one of the next few 
days, the United States Supreme Court provides an adverse deci- 
sion in King against Burwell, provides the result that Chairman 
Roskam, Chairman Ryan, my two Texas Senators have sought that 
would deny tax credits for families who live in our States, that 
those folks will see an extraordinary increase in their out-of-pocket 
cost. 

About 6.4 million people living in States that have refused to set 
up private insurance marketplaces at the State level will lose their 
tax credits, that is a cumulative loss of about $1.7 billion every 
month. In Texas, that would mean an average 305 percent pre- 
mium increase for 800,000 Texans, at least in terms of what their 
out-of-pocket premium costs are. 

Mr. DOGGETT. I am concerned about what is happening with 
rising premiums. Commissioner Kreidler, is the increase in health 
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insurance premiums, did that start with the passage of the Afford- 
able Care Act, or did we have some issues concerning rising 
healthcare premiums before that Act ever came law? 

Mr. KREIDLER. Thank you, Mr. Doggett. 

The issue of rising premiums has been with us for a long time. 
And since I have been serving as insurance commissioner 14-plus 
years now, I can tell you it has been a real problem that is actually 
looking better right now with the Affordable Care Act than what 
we saw before, the routine nature. We were seeing people who were 
sicker, buying health insurance. If you were healthier, you didn’t 
buy it. You opt in. If you try to buy it when you are sick, that has 
a very negative impact on the market. Now with a mandate to 
have it, it has had the effect of helping to hold down the rate in- 
creases. But we need to do more than that. And one of the issues 
that you mentioned, Mr. Doggett, was the issue of pharmaceuticals. 
We need, and we are seeing a major transition to generics. And I 
am very supportive of the health insurers who want to make sure 
they go to generics first, but they need to be able to go to brand 
name at the appropriate time. They can’t discriminate unfairly 
against consumers who have bought health insurance. 

And when it comes to the issue of narrow networks, that is not 
new. That was there before healthcare reform went into effect. It 
was something that large employers were instituting, had insti- 
tuted in the past. The self-insurance plans, which we as regulators 
don’t regulate, it came into the regulated market, particularly in- 
side the exchange starting in 2014. But if it is done right, and that 
is why I adopted rules on network adequacy, if it is done right, it 
can improve quality and outcome and lower the cost, but you need 
to make sure you are holding carriers accountable, don’t let them 
determine the rules for themselves. 

Mr. DOGGETT. Thank you very much. 

Chairman ROSKAM. Mr. Renacci. 

Mr. RENACCI. Thank you, Mr. Chairman. I want to thank you 
for the book. 

Mr. Lewis, it is an honor to serve with you. I look forward to 
reading that book. 

And, the witnesses, I appreciate you all being here. It is inter- 
esting, I was in business for 28 years before I came here. I was in 
the health care business. And yes, premiums did go up, but if I 
ever saw a premium go up more than 8 or 9 percent, it was a 
shock. Today, when I go through my district and I hear 62 percent 
increase, 48 percent increase, 39 percent increase, it shocks me 
when I hear premiums costs are coming down, or we hear new sta- 
tistics that say they are coming down, because that is not what the 
real world is telling me when I go back to my district and I go to 
these employers. 

And one thing when I do go to the employers, I ask them if I can 
talk to the employees. And it is interesting, because it is a require- 
ment. I want to talk to your employees. I ask every one of them 
that are buying their own insurance, tell me if your healthcare 
costs are coming down. Put your hand up. Now, I realize people are 
always afraid of putting their hand up, but I have had only one 
person tell me that the Affordable Care Act is helping them. Now, 
maybe I am going to the wrong businesses, I don’t know. But I 
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seem to be going to business after business and talking to employ- 
ees. 

And I also had a similar situation Mr. Kelly had. I had an indi- 
vidual at a local restaurant, Wadsworth, Ohio, say to me. Con- 
gressman, I now am part of the Affordable Care Act, but can you 
help me, because my husband and I work 40 hours a week, and we 
can’t afford this deductible. So we really don’t have insurance. And 
it is shocking when you hear some of those stories as well. 

I do go around to the hospitals. Again, being in health care, I am 
always trying to find out what the Affordable Care Act has done. 
And I ask the question, have the emergency room visits increased? 
At the same time, you know, we are learning about these insurance 
premium increases. We have been hearing and I have been hearing 
emergency room visits are increasing. 

Without objection, I would like to enter this May 5, 2015, Wall 
Street Journal article entitled U.S. Emergency Room Visits Keep 
Climbing into the record. 

Chairman ROSKAM. So ordered. 

[The information follows:] 
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U.S. Emergency-Room Visits Keep Climbing 

People on Medicaid turn to hospital care when doctor access is limited, new survey 
suggests 



Dr. Leon Yeh speaks to an emergency-room patient at OSF Saint Francis Medical Center 

in Peoria, III. Doctors say they are seeing more ER visits. PHOTO: JIM 

YOUNG/REUTERS 

By STEPHANIE ARMOUR 

Wall Street Journal 

Updated May 4, 2015 5:34 p.m. ET 

Emergency-room visits continued to climb in the second year of the Affordable Care Act, 
contradicting the law's supporters who had predicted a decline in traffic as more people 
gained access to doctors and other health-care providers. 

A survey of 2,098 emergency-room doctors conducted in March showed about three- 
quarters said visits had risen since January 2014. That was a significant uptick from a 
year earlier, when less than half of doctors surveyed reported an increase. The survey by 
the American College of Emergency Physicians is scheduled to be published Monday. 
Medicaid recipients newly insured under the health law are struggling to get 
appointments or find doctors who will accept their coverage, and consequently wind up 
in the ER, ACEP said. Volume might al.so be increasing due to hospital and emergency- 
department closures— a long-standing trend. 


Emergency-room visits are climbing, despite predictions that the Affordable Care Act 
would lead to loss traffic. WSJ's Stephanie Armour joins the News Hub. Photo: Getty 
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"There was a grand theory the law would reduce ER visits," said Dr. Howard Mell, a 
spokesman for ACER. "Well, guess what, it hasn't happened. Visits are going up despite 
the ACA, and in a lot of eases because of it." 

The health law's impact on emergency departments has been closely watched because it 
has significant implications for the public. ER crowding has been linked to longer wait 
times and higher mortality rates. 

"As people gain access to affordable, high-quality coverage, tliey are more likely to get 
the right care when they need it." said Aaron Albright, a spokesman for the Centers for 
Medicare and Medicaid Services. "For people who have utilized emergency rooms for 
nonemergency care in the past, we are continuing to work to reach out and provide 
information on how to best use their new coverage." 


The Affordable Care Act is also making critical investments to train more doctors and 
nurses, especially in communities that have lacked access to quality, affordable care in 
the past, he said. 


Seeking Care 

Three-quarters of 2,098 doctors 
surveyed In March have noticed 
an increase in patients in the 
emergency room since 
January 2014. 



More than half of providers listed in Medicaid managed-care plans couldn't schedule 
appointments for enrollees, according to a December report by the Health and Human 
Services Office of the Inspector General. Among providers who could offer 
appointments, the median wait time was two weeks, but more than a quarter of doctors 
had wait times of more than a month for an appointment. 
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Many doctors don't accept Medicaid patients because the state-federal coverage 
provides lower reimbursement rates than many private health-insurance plans. The 
waits for primary and specialty care by participating doctors appear to be leaving .some 
Medicaid patients with the ER as the only option, according to ACER. 

"We're seeing a huge backlog in the ER because the volume has increased," said Ryan 
Stanton, an emergency-room doctor at Baptist Health Lexington in Kentucky. "This year 
we already have had to board people in the ER because of the sheer volumes," he said, 
referring to a practice of keeping patients in the ER until a hospital room becomes 
available. 

Dr. Stanton said ER volume rose about 10% in 2014 from 2013, and was up almost 20% 
in the first few months of this year. 

Tlie ACER survey also found that ERs are seeing sicker patients: About 90% of the 
doctors polled said the severity of illness has stayed the same or gotten worse. That 
might be explained in part by an aging population, newly insured people with multiple 
maladies, and people delaying care becau.se they have high-deductible insurance plans. 
Nicholas Vasquez, a medical director for an emergency' department in Mesa, Ariz., said 
volume rose 5% in a year, representing about 10 more patients a day. The stress from 
bigger caseloads prompted some nurses to resign, he said. "Physicians are working 
more shifts— that pushes them a lot," Dr. Vasquez said. "If they work too much, they get 
burnt out. For patients, it means longer waits." 

Some states have been trying to curb ER use by Medicaid recipients by requiring higher 
copayments for visits deemed nonurgent. Critics have denounced that practice as 
punitive, and warn that it will dissuade low-income patients from seeking care that may 
be necessary'. 

A 2013 study by Truven Health Analytics that examined insurance claims for more than 
6.5 million ER visits by commercially insured people under age 65 found just 29% of 
patients required immediate attention. Twenty-four percent didn't require immediate 
attention, 41% received care that could have been provided in a primary-care setting, 
and 6% got care that would have been preventable or avoidable with proper primar\’ 
care. 

More than 40'}<. of emergency physicians said they expect emergency-room visits to 
increa.se if the Supreme Court rules that subsidies provided to people who obtain 
insurance on the federal exchange are invalid. The court is expected to rule by late June. 
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Mr. RENACCI. The article explains that even though people 
have insurance, they can’t find providers or get appointments with 
providers they can find, so they are still going to the emergency 
room. 

Now, for the panel, I think you would all agree with this, but 
doesn’t greater emergency room use lead — does it lead to higher 
costs or lower costs? Each one of the panel members, higher costs 
or lower costs if we are going to the emergency room? 

Mr. REDMER. Certainly, I think higher. 

Mr. RENACCI. Mr. Kreidler. 

Mr. KREIDLER. I would also say definitely higher. But in the 
State of Washington, we have actually seen about a 10 percent re- 
duction in emergency room visits. Frequently 

Mr. RENACCI. Washington must be the only State. Ohio is not 
doing that. But I appreciate 

Mr. KREIDLER. If you go into an emergency room, what they 
wind up telling you is, if it is not an emergency situation, go down 
to urgent care down the street. It is going to cost you a lot less. 
And that has had a dramatic impact. 

Mr. RENACCI. Ms. McPeak. 

Ms. MCPEAK. I cannot dispute. I would say higher. 

Mr. RENACCI. Mr. Chandler. 

Mr. CHANDLER. The issue is that once you are in the emer- 
gency room, there are a wild number of tests that will be per- 
formed. Insurers are not capable of exercising sensible utilization 
review, and as a result, the costs can often be higher. 

Mr. RENACCI. It is amazing, because I always thought the pur- 
pose of ACA was really, especially with subsidized insurance, to re- 
duce emergency room visits. And, again, that is not what I am see- 
ing in Ohio. 

Ms. McPeak, you mentioned that many insurers have made 
changes to their networks to limit the providers people can see. 
What has your State experience been? 

Ms. MCPEAK. We are just now beginning to see very limited 
networks attached to rates implants for the 2016 plan year. As I 
mentioned before, I do think that is an attempt by the insurers to 
moderate the rate increases that has been requested and provide 
choice to consumers so that you can have a skinnier network, and 
potentially reduce your own costs if you are willing to take the risk 
that you may not have full access to the wide provider network to 
which you are accustomed. 

Mr. RENACCI. How has the President’s promise that you can 
keep your doctor if you like your doctor worked out in Tennessee? 

Ms. MCPEAK. Well, that is about the same as the promise that 
you can keep your policy if you like it, in my opinion. That is not 
working out very well. And we are hearing from consumers who 
are having difficulty navigating the federally-facilitated market- 
place to see where the provider lists are maintained and whether 
their providers are included, and they might get into a product 
that, in fact, does not have the doctor which they like. 

Mr. RENACCI. It is the same thing I am seeing in Ohio. I think 
this is an important point, just having an insurance card doesn’t 
really mean you have access to care. I think you all agree? 
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Ms. MCPEAK. I would agree. For, you know, economic reasons, 
access reasons, and utilization, certainly. 

Mr. RENACCI. Thank you, Mr. Chairman. I yield hack. 

Chairman ROSKAM. Mr. Crowley of New York. 

Mr. CROWLEY. Thank you, Mr. Chairman. Thank you, as well, 
for the hook. I appreciate your kindness in giving it to all of us. 
And we can never say enough about the honor it is to serve with 
Mr. John Lewis here in the House of Representatives, particularly 
in light of what took place last week in the south and all that he 
has lived for, has put his life on the line for. The ripping events 
of last week has left a scar upon our Nation, and no one knows it 
more than John Lewis. Thank you, John. I love you. You are a 
great man. 

Mr. LEWIS. Thank you. 

Mr. CROWLEY. I am a little bit baffled, though, by what my col- 
leagues think they are going to accomplish today by holding this 
hearing. Yes, opponents to the Affordable Care Act have tried nu- 
merous tactics to scare people away from the law. That is nothing 
new. They seem to think if they keep on shouting premium in- 
creases, ObamaCare, death panels, then people will avoid getting 
insurance through the law, which is somehow a victory for them. 
But that is no victory for anyone. 

Commissioner Kreidler, you have mentioned that enrollment 
plays a big part in keeping premiums stable. That is part of the 
very concept of insurance, isn’t it? Bigger — let me just finish. Big- 
ger, healthier pool of enrollees spreads out costs so premiums can 
stay steady; is that not the case? 

Mr. KREIDLER. Very definitely. It is the law of large numbers. 
If you don’t get good risk and bad risk and have large numbers, 
a large pool, it is very hard to control rates. 

Mr. CROWLEY. So all of a sudden, this sudden outrage over pre- 
mium increases is going to have the effect of scaring people away 
from the ACA’s insurance markets, making it harder to prevent 
those very premium increases. But aside from that, I don’t under- 
stand this nostalgia for the way things used to be before the Af- 
fordable Care Act was in place, when insurance companies could do 
whatever they wanted for however much they wanted to charge. It 
is as if there were never premium increases, never problems with 
health care in the past. But that is not what my constituents expe- 
rience back in New York. My constituents in Queens and the Bronx 
are small business owners who saw their insurance bills go up 
every year with no explanation. 

They were families buying insurance on the individual market, 
or maybe couldn’t shop around after getting hit with a double-digit 
increase because they had an old injury that would get called a 
pre-existing condition, and they would be denied new coverage. I 
am proud that those days are days of the past. 

Commissioner Kreidler, today if an insurance company just feels 
like raising rates to pad their profits without spending more on pa- 
tient care, can they do that? 

Mr. KREIDLER. Mr. Crowley, what we see now is the insurance 
companies have to play by a standard set of rules. So they can’t 
game the system. The game before was try to avoid sick people, 
only insure healthy people. And if you were one of the sick people. 
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you were obviously kind of left out. Now with standard rules, we 
are actually introducing real competition between insurance com- 
panies. And that is one reason I am so proud that in the State of 
Washington, we have had a 50 percent increase in the number of 
insurers. So they are competing with a standard set of rules. It 
isn’t the gaming that was employed in the past. 

Mr. CROWLEY. Well, it is also because the Affordable Care Act 
requires that 80 percent of the premiums go directly to better care. 
If consumers do get a rate increase notice, they are left to just — 
they would love to just shrug their shoulders. That is just the way 
it is. That is not the case anymore, is it? 

Mr. KREIDLER. That is correct. You know, in the State of Wash- 
ington, we were fortunate because we had a very competitive mar- 
ket, we had none that had problems meeting the 80 percent rule. 
That wasn’t true for many other States. And it is now because of 
the Federal law that they have to meet as the standard. 

Mr. CROWLEY. What can regulators in States like my home 
State of New York or Washington do when they see exorbitantly 
high rates going into — or the request for that? What can they do 
now? 

Mr. KREIDLER. One is they have an opportunity to shop. They 
can go — if they had a carrier before, if you had a preexisting condi- 
tion, you couldn’t move to another insurer, because they wouldn’t 
want to insure you because of your preexisting medical condition. 
Now you have guaranteed issue. You can make choices. You can 
make decisions as to which plan, how much out-of-pocket expense 
do you want to have, what kind of coverage do you want? And you 
also want to make sure that your doctor is in a hospital. I will 
agree this has been one of the challenges that we have had is mak- 
ing it a lot more transparent so it is easier to identify the hospitals 
and doctors that are in a particular carrier’s network when you 
make the decision, but you have those kind of choices and didn’t 
before. 

Mr. CROWLEY. What I can tell you is that in New York State, 
we have consistently used the authority to encourage — that was 
authorized by the ACA to fight premium increases. The State has 
come to the rescue and to stop that. 

So, Mr. Chairman, I just want to say, I would suggest that three 
out of the four panelists would be opposed to the ACA, I am just 
taking a guess, and one would be in favor of it. With that, I yield 
back the balance of my time. 

Chairman ROSKAM. It was a rhetorical question, but I will an- 
swer it. What are we trying to accomplish? What we are trying to 
accomplish is the work of the subcommittee under the House rules, 
which is to evaluate Federal programs. We haven’t had a bigger 
Federal program since the passage of the Affordable Care Act. 
There is nobody that is nostalgic about the past. The irony is, when 
President Obama won his election, overwhelming majority of Amer- 
icans agreed on two things: They agreed that healthcare costs were 
going up at a rate which was basically unsustainable, and they 
were basically scandalized by the idea of not being able to get ac- 
cess to an insurance pool based on a preexisting condition. The loss 
and the regret is — that we are focusing in today is to say, we 
should have focused in on those things, concentrate it there, but in- 
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stead the administration, and it was their prerogative, went in a 
different direction. The false claim and false narrative was it is all 
going to be great. You get to keep your doctor. Premiums are going 
down. 

So it is not as if we are scaring people away from the Affordable 
Care Act. The Affordable Care Act is scaring people away from the 
Affordable Care Act. 

And with that, I recognize the gentleman from North Carolina, 
Mr. Holding. 

Mr. HOLDING. Thank you, Mr. Chairman. 

It is somewhat striking to me that there are many insurers out 
there that appear to have paid out more in claims than they are 
collecting in premiums. For example. Blue Cross/Blue Shield of 
Texas has reported that it collected $2.1 billion in 2014, but paid 
out $2.5 billion in claims. So does anyone on the panel think that 
it is sustainable for an insurer to pay out more in claims than it 
collects in premiums? 

Ms. MCPEAK. No. 

Mr. REDMER. No, it is not sustainable, and of — an observation 
is, our Blue Cross plan has lost money in the last couple of years, 
and we have seen a reduction in their reserves. 

One of the reasons that they are coming back with the large rate 
increase, obviously, is because they have lost money. The gen- 
tleman from New York mentioned that if carriers don’t hit a cer- 
tain loss ratio, they pay rebates back to the consumer. So we have 
got a phenomenon where if you lose money, it stays lost, but you 
can only make it up incrementally, because if you make too much, 
it goes back to the consumer. 

Mr. HOLDING. Right. 

Mr. REDMER. So we can debate whether that is good or bad, but 
you can only incrementally make any losses back. You can’t make 
it up in 1 or 2 years. 

Mr. HOLDING. So if you are an insurer losing money under this 
scenario, and your options are you can either raise your rates, raise 
your premiums, you can just pack up and leave and stop insuring 
people in this segment, you know, leave the State. Now, this year, 
obviously, we have a very complete set of numbers, because we 
have already had a year of the program being in place, as insurers 
have a good idea of what they are dealing with. So what impact 
is the data review for the upcoming year having on the rates? 

Mr. Redmer, you want to talk about that a little bit? 

Mr. REDMER. Well, certainly, you can see on my testimony, we 
have had one carrier that actually came in and was asking for a 
small reduction in the individual rates. And CareEirst, our Blues 
plan, is asking for a 30 percent rate increase, and it is anywhere 
in between. So that is a result of increased costs. It is also a result, 
though, of having a lot of uncertainty in the marketplace. 

You know, with the open enrollment last year, you didn’t know 
who you were going to get, and what that experience was going to 
be. If you go back to my testimony, I speculated that Blue Cross 
and Blue Shield, our large carrier, they saw a phenomenon that be- 
cause of the disparity between the individual market crisis and the 
small group crisis, there were a lot of small employers, thousands 
of them in Maryland, that just threw up their hands. They can- 
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celed their plans. They disbanded them, and those folks moved and 
migrated to the individual marketplace. 

I believe that — and this is my speculation — that a lot of those 
folks, that if they were already sicker and utilizing care, and they 
were with CareFirst, they migrated to CareFirst with the lower in- 
dividual premiums; and those that were young and healthy, they 
were buying based on price, and they went to some of the other 
carriers. So I think they were victims of adverse selection when 
thousands of these small employers just disbanded their plans. 

Mr. HOLDING. Right. 

Mr. CHANDLER. Representative Holding, could I 

Mr. HOLDING. She was raising her hand. 

Ms. MCPEAK. Thank you. I appreciate the opportunity to re- 
spond. The year of data has been extremely helpful from the 2014 
calendar year. But as I mentioned, our loss ratios were extremely 
high for that year. One of the functional challenges, though, is that 
because of the time schedule arranged by HHS, we were requiring 
insurers to file the 2016 rates before they had a very clear picture 
of their enrollees for 2015. 

Because of the expanded open enrollment period and the 90-day 
grace period to pay premiums, insurers were filing rate for 2016 
without even knowing who they had for 2015. Now, we are an ef- 
fective rate review State. We take our rate review responsibility 
very seriously, so we are asking for supplemental information on 
a month-by-month basis as real data comes in for 2015. But it is 
still very, very new, and we haven’t actually seen a large uptick 
and a positive trend on loss ratio yet. 

Mr. HOLDING. Thank you. Mr. Chairman, does Mr. Chandler 
have 30 seconds just to respond to that? 

Chairman ROSKAM. He does. 

Mr. HOLDING. He is anxious. Thank you. 

Mr. CHANDLER. Thank you. I would just say the following, 
don’t trust my numbers. Trust the Obama administration’s num- 
bers, at least on this. Their calculator shows a 14 percent increase 
in claims experience projected for 2016. Yes, of course, insurance 
commissioners can review rates. And if insurers are being greedy, 
they can strike that down. But if they strike down rates that are, 
in fact, reasonable due to claims increases, I expect to see exit from 
the market. It is not sustainable for an insurer to keep losing 
money. 

Mr. HOLDING. Thank you. 

Mr. Chairman, thanks. 

Chairman ROSKAM. Mr. Smith of Missouri. 

Mr. SMITH of Missouri. Thank you, Mr. Chairman. 

I want to thank the witnesses for being here. 

The President campaigned aggressively on the promise to lower 
out-of-pocket expenses for families by roughly $2,500 a year. How- 
ever, insurers that cover my constituents, just in the last 2 years, 
we have seen an increase by one insurance provider of 22.9 percent 
in 2014. This year they have requested an additional 22.7 percent 
increase because of the one-size-fits-all approach under ObamaCare 
of all the different burdensome regulations, rules, everything that 
is coming into place. But in my opinion, this administration cannot 
continue to believe that ObamaCare would reduce costs for families 
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and individuals throughout my district. That is not what I am 
hearing back home, and that is what I don’t believe is a reality. 

But the families in my district need a healthcare system with 
more choice, more access, and that is more affordable. But what I 
seem to be reading on a daily basis is that instead of more choices, 
we are getting fewer. The burden on insurers is so high that they 
are consolidating. Providers are also consolidating for the same 
reason, the extra costs and bureaucracy costs of the healthcare sys- 
tem that this administration has created. 

Now the Supreme Court decision may expose another broken 
promise by the President and the congressional Democrats to my 
constituents who may be required to get health care, but may lose 
their subsidies. 

My question, Mr. Chandler, why do you think these premiums 
are increasing across the country and in my district? 

Mr. CHANDLER. I think the reason, first of all, is the continued 
escalation of healthcare costs, of underlying healthcare costs. And 
the Affordable Care Act did very little. Yes, it did a few things, but 
it did very little to address that. And in some sense, by providing 
insurance without effective utilization review to a larger number of 
people, it put yet more strain on the system. 

The second reason is the adverse selection story, which is per- 
fectly foreseeable where you have inadequate controls built into the 
law. The people who are going to purchase insurance are, as has 
been experienced, disproportionately ill. And that is one of the rea- 
sons that you see premium increases going up. 

The phase-out of subsidies is a factor, but it is not the primary 
factor in my opinion. 

Mr. SMITH of Missouri. So do you think that with, say, the in- 
crease in all premiums, I gave the example of 22.9 percent last 
year in my district and then an additional 22.7 requested, do you 
see that my constituent is getting the increase in benefits, or is it 
the same care or less care? 

Mr. CHANDLER. I am not aware that insurers are providing ad- 
ditional benefits pursuant to these policies. 

Mr. SMITH of Missouri. Okay. So they are just getting the same 
kind of care for more expenses, probably. 

Mr. Kreidler, my concern is, you made a statement earlier that 
you felt like things were looking a little bit better when it comes 
to premiums and that case. How do you feel like it is looking at 
individuals that are 27 years old? 

Mr. KREIDLER. Thank you for the question. I think from the 
standpoint of somebody who is younger, they are not immortal. 
They run the risks. And by virtue of having insurance, it is a lot 
better for them. If they are under age 26, frequently, they can stay 
on their parents’ policy. 

At the same time, you know, it is — what we are — if you looked 
at the healthcare spending and thought you were going to actually 
reduce it in this country, I think that would be unrealistic, both be- 
cause of an aging population, but also because of the changes in 
healthcare delivery. Those costs are going to go up. What we have 
to do is bend that cost curve down so it doesn’t go up as rapidly 
as it has been. 
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Mr. SMITH of Missouri. And that is my concern, is the cost 
curve. And I am second youngest Republican member of Congress. 
So when I look at a 27-year-old, who according to the Manhattan 
Institute have had their premiums increase since ObamaCare has 
came into effect by 97 percent, that is not managing the cost curve 
for the younger Americans. That, to me, says that they are defi- 
nitely not going to purchase insurance if there are going to be a 
97 percent increase prior to the ACA. 

What are your thoughts on that? It doesn’t look like it is looking 
better to me as a young American. 

Mr. KREIDLER. I am not familiar with any numbers like that 
from the standpoint 

Mr. SMITH of Missouri. What numbers are you familiar with? 

Mr. KREIDLER [continuing]. From the numbers I am reviewing 
that you are describing. I am not saying it is not true. I am not 
familiar, my actuaries are not familiar with seeing those kind of 
numbers in my office. 

Mr. SMITH of Missouri. Do you have any numbers on individ- 
uals in their late 20s experiencing premium increases? 

Mr. KREIDLER. Yes, we would and do. 

Mr. SMITH of Missouri. Do you know them offhand? 

Mr. KREIDLER. No, I don’t know. 

Mr. SMITH of Missouri. Okay. I would be interested to see what 
your numbers are. 

Mr. KREIDLER. Sure. It is. This is clear that I think the real 
challenge is what we face right now is bending that cost curve 
down as a Nation, and we have to do it fairly and equitably. But 
leaving 27-year-olds without health insurance is obviously going to 
be a problem. The test is going to be making sure we are bending 
that cost curve down so they are getting adequate insurance so 
that they don’t cost impact the rest of us when bad things happen. 

Mr. SMITH of Missouri. I would totally agree. I think the cost 
curve causes us to lose more people that would have health insur- 
ance. 

Mr. Chairman, thank you for your time. 

Chairman ROSKAM. Dr. McDermott. 

Mr. MCDERMOTT. Thank you, Mr. Chairman. I appreciate you 
letting me be an adjunct member of the committee. 

There is a recent article in The Wall Street Journal talking about 
the conglomeration or the merging of healthcare providers, insur- 
ance companies. And they are talking about what is happening in 
a variety of markets around the United States, and I — and talking 
about antitrust questions. And the whole question, our fraud laws 
are really based, up to this point, on a fee-for-service system, mean- 
ing the Stark Law and other aspects of it, are really designed to 
deal with a fee-for-service system. Now, we have got managed care 
and we have got all these things going on. 

I would like to hear you talk about where you think health care 
is going in terms of the mergers in these States where you are 
going to have — if the re-enterprise system is based on competition, 
it means you have got to have more than one or maybe more than 
two to have anything that could be called real competition. And if 
it is just 2 gorillas dividing up the pie in the State of whatever, 
it becomes not very competitive. And so I am interested in hearing 
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your anticipation of where you think this scheme of Affordable 
Care Act is going to go in the future. So anybody can pile in on 
it. You want to start? 

Mr. REDMER. I think your instincts are correct. I think mergers 
and a reduction of the number of carriers, in and of itself, is bad 
for the consumer and is probably bad for providers as well as the 
larger entities can extract greater concessions from the providers. 

Another observation, though, in addition to that, is there are a 
number of provisions of the Affordable Care Act that are encour- 
aging and resulting in these hospital-owned provider organizations 
where physicians are becoming employed by hospitals. And I don’t 
know about your States, but I can tell you in Maryland, that mar- 
ket has come and gone a couple of times in the last 30 years. And 
at least in Maryland, these hospitals really haven’t shown a lot of 
talent in running efficiently and cost effectively physician practices. 

So I am concerned that that is going to lead to greater ineffi- 
ciency and greater costs in the long term. 

Mr. MCDERMOTT. Can I just clarify on that? One of the things 
that happens, of course, is if you buy a doctor’s practice, and you 
are used to seeing patients in your practice and now you are seeing 
them in the hospital, the hospital charges a facility fee of some 
sort, which jacks up the price on — and people are very surprised 
that I got over here for $30 and now I am getting it for $75 having 
it done, the same thing 

Mr. REDMER. Well, there is some of that, but, you know, we are 
also seeing hospital-owned physician practices that are outside of 
the hospital setting. You know, sometimes you just see the chang- 
ing of the sign, and they are — they are community-based and out- 
side the hospital, but they are not necessarily more efficient nor 
cost effective than an individual practice. 

Ms. MCPEAK. Thank you. I would agree that your instincts are 
correct, and that we are going to see continued consolidation on be- 
half of health insurers and providers. In a certain sense, while we 
all need to be concerned from antitrust issues, it makes a bit of 
sense from the insurers’ standpoint because they are looking to 
consolidate and gain efficiency in administration and gain provider 
networks. Now, on the consumer side, when the ACA limits the 
amount of areas upon which an insurer can compete because all in- 
surers have to offer products on the essential health benefits plat- 
form, has to offer products from the metallic tiers of certain actu- 
arial value percentages and amounts, you know, the consumers ap- 
preciate that because it is transparency and it is easy to compare 
policies. But insures don’t have much to compete on at that point 
except for provider networks, administrative efficiencies, and any- 
thing else that they can distinguished themselves, that they can no 
longer designate products and compete on that basis. So the ACA 
in itself limits those areas of competition that I think are leading 
to consolidations that we are witnessing. 

Mr. KREIDLER. Mr. McDermott, I don’t know that we can really 
attribute the consolidation that we are seeing right now in the 
health care environment, whether it is the insurers or providers, to 
the Affordable Care Act. I think particularly in the case of pro- 
viders, that trend was well underway before the Affordable Care 
Act. My concern is that we are now starting to see it with the in- 
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surers, which may be more of a reaction to providers doing it. Hos- 
pitals who are buying outpatient clinics and, as you point out, they 
can charge higher rates. It means physicians. When I took office in 
the year 2001, most of them were not employees. Now you see a 
very large percentage of physicians who are employees because 
their clinics — they have either sold their clinics to the hospital, or 
they were acquired by the hospital and are now salaried. I worry 
about that. I also worry about what happens with the consolidation 
among insurers, and I think that is something that, as regulators, 
we will have a mutual concern about to make sure we maintain the 
viability of the health insurance market, whether it is the pro- 
viders or the insurers themselves. 

Chairman ROSKAM. Mrs. Noem. 

Mrs. NOEM. Thank you, Mr. Chairman. And, Mr. Chairman, I 
want to thank you for mentioning my home State in your opening 
comments, because we do face some unique challenges in South 
Dakota with one of our largest insurance companies recently an- 
nouncing some of the increases to premiums up to 51 percent with 
an average of about 42 percent. So that is a lot for anyone to try 
to deal with in one calendar year, much less try to continue to in- 
sure their family and make sure they are making the best decision. 
What my question wanted to cover specifically was if the Afford- 
able Care Act is requiring individuals and families to purchase cov- 
erage that they don’t need, and this is one of the challenges that 
we have seen and possibly has driven up costs in line with that as 
well. 

So, Dr. Chandler, I know that you before, in this hearing, de- 
scribed why premiums are increasing. Could you just restate for 
me if you believe that ObamaCare was meant to address 
healthcare costs and what it was, especially considering some of 
the testimony of Mr. Kreidler earlier, I want to have it clarified 
what ObamaCare was meant to do to healthcare costs. What was 
the intention of the Act, and how was it to impact healthcare costs 
for Americans? 

Mr. CHANDLER. Well, I would say the problem is that 
ObamaCare, or the Affordable Care Act, conceptualized wrongly 
the problem as one within the insurance industry rather than a 
problem primarily located within health care itself as fed back to 
by insurance. And so while it attempted to deal with insurance, I 
believe unsuccessfully by and large, it really failed, with one excep- 
tion I can talk about, to address the major problem, which is cost 
increases for medicine, more procedures, more costly procedures. As 
one of the gentlemen mentioned, higher pharmaceutical drug 
prices. And so the one exception I would say is the creation of ac- 
countable care organizations, which may or may not reduce costs. 

Mrs. NOEM. But by and large the Act has gradually increased 
the burden on Americans, do you believe, since it has been en- 

Mr.’ CHANDLER. I do. 

Mrs. NOEM. Ms. McPeak, in your testimony you say ObamaCare 
significantly changes requirements for health care plans. Can you 
briefly describe some of those changes? 

Ms. MCPEAK. Yes. I alluded to those a moment ago. The essen- 
tial health benefit platform, I think, does require citizens to pur- 
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chase coverages that they might not necessarily need and wouldn’t 
choose to purchase on their own. What we hear frequently in Ten- 
nessee is, I am a 27-year-old male; I don’t want maternity cov- 
erage, and I have to have a plan that includes something like that. 
So I do think that the inability to tailor products to the needs of 
your individual consumers has been affected by the Affordable Care 
Act, and the insurers can no longer tailor those plans to the dis- 
tinct segment of the populations they are trying to serve. 

Mrs. NOEM. So can I buy a policy with fewer benefits that could 
cost me less? 

Ms. MCPEAK. Not unless it was compliant with the essential 
health benefits. I mean, you can certainly modify your cost sharing 
and your deductible amounts. You can limit the providers that you 
would agree to see under the plan, but the basic benefits have to 
be standardized under the essential health benefits platform. 

Mrs. NOEM. So the Federal Government is requiring my con- 
stituents to buy benefits that they may or may not want at a high- 
er cost to them? 

Ms. MCPEAK. We do hear that from our own citizens in Ten- 
nessee, yes. 

Mrs. NOEM. I just wanted to close with this- we have talked to 
many individuals and families across my State and across the 
country. I would be remiss if I didn’t mention the rate hikes for 
small businesses as well. And I am talking about the small group 
market. The law completely upsets the traditional small group 
market, lumping mid-sized businesses with small businesses. And 
this definition change would have a huge impact. In fact, studies 
from Oliver Wyman and the agency for health care research and 
quality estimates that 22,000 South Dakota employees and their 
dependents will receive cancellation notices, and most will see an 
average premium increase of 18 percent. 

So for Obama administration bureaucrats here in Washington, 
these 22,000 South Dakotans are not just points on a graph. They 
are people that would be impacted. It is their real lives. And with 
that, Mr. Chairman, I wanted to draw light to that. And I thank 
you for holding this hearing. I yield back. 

Chairman ROSKAM. Mrs. Black of Tennessee. 

Mrs. BLACK. Thank you, again, Mr. Chairman, for allowing me 
to be here as a guest and have an opportunity to be able to ask 
questions. I thank you for bringing this very critical topic before 
the public so that those that are listening to this know that we do 
care about either the lack of care or the costs for them to get care. 

And I also want to say, Mr. Lewis, you are absolutely a giant in 
the civil rights movement, and it is such an honor to serve with 
you and get to know you personally. And I will get you my book 
so you can sign it for me as well. 

Mr. LEWIS. Thank you. 

Mrs. BLACK. Ms. McPeak, I want to thank you, again, for being 
here. And you have in your testimony that there is a consistent un- 
certainty on the part of the Obama administration in the ACA’s im- 
plementation. I can say that we have seen so many changes that 
the Congressional Budget Office, the CBO, has now said they are 
no longer even to score the changes that have taken place. But 
most recently, there was a change that was released in the guid- 
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ance of the market withdrawal. And according to the guidance, if 
an insurance company chooses to leave a service area, or if they 
change the type of product that they are offering from, for instance, 
a PPO to an EPO, then the company is excluded from operating in 
that market for 5 years. The guidance was apparently issued after 
all the plans had filed their rates with the Department of Insur- 
ance, and meaning that it was too late for any of these carriers to 
revise any of those filings in response to what this guidance was. 

Can you elaborate why this guidance would potentially disrupt 
the market in Tennessee? 

Ms. MCPEAK. Certainly. And I do have a very specific informa- 
tion about that particular guidance in my written testimony as 
well, because it was a distinct challenge for us in Tennessee. As 
you mentioned, the carriers had already filed their service areas 
and their rates for 2016 when the guidance was issued. And we 
have eight different service areas in Tennessee, and the guidance 
suggested that leaving one service area was going to be considered 
a market withdrawal, and the carrier would be prohibited for 5 
years from selling insurance in the State of Tennessee. Also a 
change in the plan. So moving from a PPO to an EPO plan was 
considered a market withdrawal. 

So insurers who filed the rates didn’t have any idea that this in- 
terpretation was outstanding, and then we received a guidance 
from HHS in this regard. And for Tennessee, that means that we 
would have lost five of our carriers for 2016 because of this guid- 
ance. And we were very, very concerned. We had a lot of conversa- 
tions with HHS. And finally, HHS agreed that they would only im- 
plement this guidance for plan years 2017 and beyond. So it is still 
going to be an issue going forward. 

Mr. CHANDLER. Could I further respond to that? 

Mrs. BLACK. Yes. 

Mr. CHANDLER. It is a very important development that you 
have highlighted. Representative Black. And I would urge the Con- 
gress to take a look at two things. First, is that guidance actually 
within the scope of the Affordable Care Act? This is traditionally 
an area of State regulation, and I really wonder what provision in 
the ACA authorizes it. 

The second thing I would look at is whether the McCarran-Fer- 
guson Act actually prohibits this sort of Federal interference in an 
area of traditional State regulation. So even putting the wisdom of 
the provision aside, I actually think there is a serious question that 
ought to be looked into, and for which for once there will be stand- 
ing about the legality of this guidance. 

Mrs. BLACK. I have a very brief period of time. 

Mr. Redmer, did you want to reply to this as well? 

Mr. REDMER. I have nothing to add. 

Mrs. BLACK. Mr. Kreidler. 

Mr. KREIDLER. I actually agree. I think, as regulators, we 
found it a very difficult action on the part of the HHS and how 
they applied it. It was problematic. I think the real question is, is 
this one where HHS sees the problem? And the problem would be 
if you come in with a new plan, you can totally avoid showing your 
rates as going up precipitously. I think all Members of Congress, 
certainly the public, wants to know that information. They can’t 
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use it as a way of obfuscating significant rate increases, make sure 
it is transparent. And if the only tool that is available to HHS is 
this Draconian steps that they have taken, it is obviously one 
where maybe this is where you could get unanimity to amend the 
Affordable Care Act in Congress so that they have a tool that is 
much more sensitive rather than saying you are out of business for 
5 years, which is the only option, I believe, that they have. It was 
inappropriate to try to do it the way they were doing it, though. 

Mrs. BLACK. Thank you. Mr. Chairman, I yield back. 

Chairman ROSKAM. Mr. Smith of Nebraska. 

Mr. SMITH of Nebraska. Thank you, Mr. Chairman. Thank you 
for allowing me to join the committee today. I appreciate our panel 
today. I wish we had more time, because I think we are covering 
some very important topics. And I am concerned about the con- 
sumer operated and oriented plans. It may be no surprise to you 
from Tennessee, being from Nebraska, we have had some issues. 
To date, HHS has awarded a reported $2 billion in Federal loans 
to establish these plans. I have asked HHS some questions, and I 
await the answers even still. 

Co-Opportunity in Nebraska and Iowa served over 100,000 indi- 
viduals. And it was seized by the State of Iowa after only 1 year 
and has since been liquidated, as you know. And people who were 
on these plans have been left confused, understandably, and frus- 
trated as well. And, once again, being forced to look for other insur- 
ance. And some even lost their plans that they were told they can 
keep, so that is why they went to Co-Opportunity, and yet, lost 
that as well. 

Tennessee Community Health Alliance, obviously, serves some 
folks there. Now, it is my understanding that there have been some 
troubling signs, and actual enrollment was suspended, is that accu- 
rate? 

Ms. MCPEAK. That is correct. 

Mr. SMITH of Nebraska. That was suspended when? 

Ms. MCPEAK. This was suspended in the middle of January of 
this year. 

Mr. SMITH of Nebraska. Okay. Certainly, I appreciate your work 
on the issue. I know that these are difficult things to manage and 
to deal with. Now, my understanding was that the State of Iowa 
wanted to suspend enrollment but were told they cannot suspend 
and were forced to still offer a so-called qualified health plan. And 
can you walk me through the process that Tennessee engaged in 
to be able to suspend the enrollment? 

Ms. MCPEAK. Well, certainly. Thank you for the question. It 
was a very difficult time for us, because we were first approached 
by Community Health Alliance that had been witnessing their en- 
rollment increase substantially during the open enrollment period. 
And of course, middle of January was still during the open enroll- 
ment period. We did a quick examination. We shared their concern. 
We considered the co-op to be at financial capacity. 

A few triggers in our State statute for hazard plans of condition 
had been met. And we notified HHS. And I will tell you, our inter- 
action was not as efficient as we had hoped at that point with 
HHS. They certainly had a differing opinion about the financial 
stability of the company. I took a very conservative approach, I 
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think, because as Iowa and Nebraska experience had something oc- 
curred with the co-op, it would be my responsibility to take receiv- 
ership action or liquidation or seizure of the company. And so we 
were not comfortable with the level of enrollment. There was a tre- 
mendous amount of back and forth. Eventually, it did take about 
a week’s time for HHS to agree to suspend the enrollment. But 
even that small victory, which, again, as I mention in my com- 
ments, we think was the right decision for Tennessee, has been 
problematic for our Tennessee residents. Because our residents 
that had a plan with Community Health Alliance had extreme dif- 
ficulty when HHS froze the enrollment and suspended them from 
the exchange. There was no ability to add a child that was born 
or adopted or any other qualifying event, because in the mind of 
the federally-facilitated marketplace, the plan ceased to exist. So 
all of those changes had to be performed manually, and it has not 
gone smoothly. 

Mr. SMITH of Nebraska. Very interesting. I am curious, were 
you aware of Iowa’s request to suspend enrollment? 

Ms. MCPEAK. I was not aware of the request to suspend before 
the seizure occurred. I knew that it was possible to stop enrollment 
and to essentially turn off the exchange enrollees, but in my opin- 
ion, in Iowa and Nebraska, only after the seizure was ordered. 

Mr. SMITH of Nebraska. Okay. Do you have a pretty good feel- 
ing about where the Community Health Alliance stands today? 

Ms. MCPEAK. At our request, at Community Health Alliance 
has drawn down the full amount of startup loans from the Federal 
Government. We have a financial exam underway so that we know 
exactly where they stand. We have provided some helpful — we 
thought helpful — information about administrative expenses to the 
company. And the rate request for 2016 that they have filed is over 
32 percent increase. I don’t know that that is going to be sufficient 
to make the company sustainable and to remove the freeze for the 
upcoming year. 

Mr. SMITH of Nebraska. Okay. And to the best of your knowl- 
edge, is it true that only one of the 22 plans nationwide did not 
have an operating loss for 2014? 

Ms. MCPEAK. I did see a report that was consistent with that 
figure, yes, sir. 

Mr. SMITH of Nebraska. And would that maybe lead you to 
some concerns that maybe calling them loans wouldn’t be the most 
accurate description? 

Ms. MCPEAK. I would agree, yes. 

Mr. SMITH of Nebraska. Okay. Thank you. I yield back. 

Chairman ROSKAM. Thank you. 

I have got just a question for each of you. And, Mr. Redmer, I 
will start with you, because I know you have got a hard stop at 
12 noon. So go ahead, you have got our permission to head out 
when you need to head out. 

Mr. REDMER. Thank you. 

Chairman ROSKAM. But in your written testimony, one of the 
things that you said was that, in insuring your State, their pre- 
dictions are that the pool is going to be actually older next year. 

Mr. REDMER. Correct. 
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Chairman ROSKAM. Could you speak to that? That seems, it is 
not a term of art, but that is a trend that is toxic, isn’t it? I mean, 
what is the ramification of that? 

Mr. REDMER. That is true. That will, obviously, continue to 
drive up costs. So it is something that we are concerned about. 
Again, there is still a lot of uncertainty as to what the effect of the 
increased penalty would be and whether that is going to drive any 
younger folks into the marketplace. Or the flip side is the young 
folks will sit tight and remain uninsured, pay the penalty and only 
those folks that migrate into the pool will be those that were unin- 
sured and now are sick, which obviously, will probably mean 
even — even a higher average age and increased morbidity. 

Chairman ROSKAM. So it is a ramification of adverse selection? 

Mr. REDMER. Correct. Potentially. 

Chairman ROSKAM. Okay. Ms. McPeak, could you give us an in- 
sight in terms of long-term trends that you are seeing in Tennessee 
as it relates to others things, Cadillac tax and so forth. How is this 
playing out for you? 

Ms. MCPEAK. In Tennessee right now, we are hearing a tremen- 
dous amount of feedback from our large employers that are con- 
cerned about being assessed what has been described as the Cad- 
illac tax by having a high value health insurance plan available to 
their employees and executives. Of particular concern, and I share 
this concern when I hear it from the employers, I know Represent- 
ative Black has probably heard the very same thing, the cost of on- 
site clinics for employers is being included in the value, in the costs 
of that — that health plan, that high value health plan, for purposes 
of calculating the Cadillac tax. And employers rather than — and 
that is a decision or a guidance that is underway through the In- 
ternal Revenue Service. Employers instead of paying that Cadillac 
tax, or instead choosing to close those onsite clinics, and it is very 
troubling, because reducing healthcare costs and certainly conven- 
ience to the employees and potentially a lack or a reduced amount 
of the co-pay or cost sharing for attending, seeking service at an 
onsite clinic, certainly seems to benefit all of us in reducing costs 
and providing care. And so including the costs of that clinic as a 
part of the high value health plan for purposes of Cadillac tax is 
certainly problematic, and we are hearing a great deal about that 
in Tennessee right now. 

Chairman ROSKAM. Mr. Kreidler, I realize that I have got the 
benefit of having John Lewis’s book many copies around me. And 
you don’t. But on page 178 of that book, Mr. Lewis points out that 
one of his phrases is, put all your cards on the table and put them 
face up. When I read that, I thought, wow, I have heard him say 
that. I was at a meeting in the back in that library behind us, and 
we had the Commissioner of the IRS at the time, we have had sev- 
eral, but one of the Commissioners of the IRS at the time, and Mr. 
Lewis, then chairman of this oversight subcommittee, said put all 
your cards on the table and put them face up. Just saying it would 
have been better if they had done that. They didn’t. 

But my cards faced up are this: I participated in the White 
House health care summit. This was one of the Affordable Care Act 
was being debated. It was an event at the Blair House. You may 
recall it. It was an all-day long sort of thing. The President was 
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there, and Members of Congress and so forth. One of the points 
that I made to the President is contrary to one of the arguments 
that you are making. And I want to get just a little bit of a better 
sense from you about why you are making the argument. And it 
has to do with Medicaid expansion. One of the things, and I don’t 
recall sort of chapter and verse about this interaction, but one of 
the points that I made at this summit was, look, isn’t Medicaid ex- 
pansion simply an expansion of welfare, and isn’t Medicaid a ter- 
ribly broken system? And if you have a terribly broken system, why 
would you make that a foundation upon which you build a whole 
health care reform movement? 

So a couple of minutes ago you said, look, one of the reasons that 
it is working in Washington State is because of Medicaid expan- 
sion. That, I think that is a problem. I think it is a problem long 
term. So I am from Illinois, our Medicaid system is really a mess. 
You have got huge access issues on the one point, and Medicaid is 
basically cost shifted in a lot of ways. I know it is split, but it is 
cost shifted under the Federal taxpayer. So isn’t there a little bit 
of a cautionary tale in just Medicaid expansion as being part of this 
remedy? And isn’t that almost a structural weakness to the Afford- 
9.bl6 C'Q.I*© 

Mr. KREIDLER. Mr. Chairman, one of the things that I found 
somewhat unique, that we are witnessing because we have ex- 
panded the Medicaid program is that you are actually starting to 
drive the Medicaid program closer to looking like what we see in 
the commercial market. That means both on the issues related to 
the networks that they have, which tended to be much — very dif- 
ferent than what we saw in the commercial market. And certainly, 
as we have all heard if you’re in an elected position in particular, 
you look at the kind of rates that Medicaid offers to providers being 
considerably lower than what it is in the commercial market. 

We are starting to see that driven together. I think it inevitably 
has to. You cannot have the Medicaid market significantly under- 
pricing what it offers to providers, and not see that, in effect, al- 
most being one where the commercial market is having to subsidize 
the Medicaid market. Public programs and the commercial market 
have to operate on a level playing field. And we are seeing — start- 
ing to see that driven together in ways that we hadn’t before. 

But I believe that the real driver here is expansion of the Med- 
icaid program that has done it. Before this time, we had very little 
limited interaction with the Medicaid program operated by the 
State. Now we have routine meetings talking about networks, talk- 
ing about rates, and issues like that. 

So I think it is having a beneficial effect that kind of goes outside 
of just what expansion itself would have been maybe the focus of 
discussion. It is actually, I think, helping medicinally to make sure 
that more people are insured, and you don’t have this huge prob- 
lem of uncompensated care happening, which obviously gets shifted 
then to other payers. 

Chairman ROSKAM. You know, any insight that you have on 
your experience, if you or your staff would be willing to share that 
with us, I think it would be helpful. So thank you. 

Mr. KREIDLER. Thank you, sir. 
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Chairman ROSKAM. Mr. Chandler, let’s close out with you. I 
thought your insight as it relates to — the way I put it down in my 
notes when you were talking was the Affordable Care Act deals 
with — with a symptom, but not the cause. Systematically, health 
insurance rates are spiraling, but it doesn’t deal with healthcare 
costs. 

What insight do you have moving forward, if you could hit a 
reset button, how would you focus in? And you heard my rhetorical 
answer to Representative Crowley when he was saying, what are 
we doing? And are we nostalgic about the past? No. There is no- 
body that is defending the past. There is nobody that is celebrating 
about various structural weaknesses and so forth. But if you had 
an opportunity to hit a reset button and focus in and say how do 
we actually do this, where would you direct the Congress as it re- 
lates to dealing with healthcare costs, which, as a foundational 
point, if you have got that under control, you are well on your way 
to an actual remedy? 

Mr. CHANDLER. Let me talk about two points, one big, one 
small. The big point is there may be some temptation on the part 
of Congress to regulate more, push it down, push it down. That is 
unlikely to be effective. That is, adding additional complexity to the 
system which we are already seeing, is going to drive costs up. It 
is going to lead to more gaming behavior and more diversion of re- 
sources into how to beat the Federal Government. 

What we have in health care is a unique situation in which the 
consumer is basically taken out of the equation, and instead, health 
care is mediated by insurers who may or may not have the best in- 
terest of the patient at heart, and who may not have an interest 
in trying to figure out creative ways using technology and other 
means to drive down healthcare costs. 

And so one of the things I would urge you to look at, and I know 
this is abhorrent to some Members, but I really believe you ought 
to look at consumer-driven health care so that we get probably the 
most powerful force that you have, which is individual greed, and 
individual desire to take care of one’s self and one’s family driving 
down healthcare costs. 

Let me give you my second little point. You may have an oppor- 
tunity, for better or worse, to renegotiate the Affordable Care Act 
in the coming weeks. I would urge both sides of the aisle to take 
a serious look at that employer mandate. What it is doing is it is 
keeping people out of the individual exchanges, keeping healthy 
people out of the individual exchanges. If you want to stabilize 
them, if you believe — if you happen to believe in the principles of 
the Affordable Care Act, those are the very people that you want 
in those individual exchanges so that we do not see an adverse se- 
lection death spiral. 

If you also believe in free market principles, you ought to think 
why is it that we should be forcing employers to divert resources 
into the provision of health care rather, in some instances, into the 
provision of things that employees may value more, like a higher 
paycheck with which to pay rent and buy fresh food, and go to 
parks and engage in other activities that may be more likely to im- 
prove their health. 
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And so it strikes me that there is an opportunity — and I grant 
you, this is not the biggest issue on earth — ^but there is an oppor- 
tunity to do some good here in an area which if people really re- 
thought it and took the blinders and ideology off, there is some 
room for gain. 

Chairman ROSKAM. Mr. Chandler, Mr. Kreidler, Ms. McPeak, 
and Mr. Redmer, we are deeply grateful for your time and your at- 
tention today. I know I speak for every member here, we value 
your insight and your willingness to share it with us. And lo and 
behold, let the record reflect that the United States Congress had 
a hearing on the Affordable Care Act, also known as ObamaCare, 
that actually happened to shed more light than heat, thanks be to 
God. So with that, the meeting is adjourned. 

[Whereupon, at 12:02 p.m., the subcommittee was adjourned.] 

[Submission for the record follows:] 
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I. 


Introduction 


America’s Health Insurance Plans (AIIIP) is the national assiKiation representing health 
insurance plans. Our members provide health and supplemental benents to more than 200 
million Americans thniugh employer-spon.sored coverage, the individual insurance market, and 
public programs such as Medicare and Medicaid. AHIP advocates lor public policies that 
expand access to alTordable health care coverage to all Americans through a competitive 
marketplace that fosters choice, quality, and innovation. 

We appreciate the subcommittee’s interest in the cost of health coverage for consumers in the 
individual insurance market. Afldrdability ofeovernge is a top priority for AHIP and our 
member plans. Health plans are actively competing in the new marketplaces and are doing 
everything possible to offer competitive and alTordable coverage options that provide value to 
consumers. 

As Congress seeks to understand the impact of the AlTordable Care Act (ACA) on health 
insurance premiums, we urge you to consider three major points: 

• Premiums are based on a comple.x set of factors that reflect the cost of providing coverage to 
individuals in each state's marketplace. A number of factors are placing upward pressure on 
premiums and we need to address these cost drivers - including soaring prescription drug 
prices and rising provider costs driven by hospital consolidation. 

• There is wide variation in proposed premium rates that will affect consumers in dilTerent 
ways, depending on where they live, their current coverage, their age, llteir income and 
eligibility for subsidies, and othei factors. 

• Consumers benefit from competition and choice, and health plans provide a wide range of 
coverage options, including choice of provider network, cost-sharing, and monthly premium 
costs. In the new marketplace, individuals are making their own decisions about the 
coverage that is right for them and their family. Affordability of premiums is a key part of 
the decision-making process and plans arc working hard to keep premiums as alTordable as 
possible in these new competitive markets. 
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With these paints in mind, our stutement focuses on: ( I ) specific factors that will alTect 
premiums in the 20lfi benefit year; and (2) a new Avalere analysis that examined proposed 2016 
premiums for individual lixchange plans in seven states and the District of Columbia. 


II. Specific Factors That Will Affect Premiums in the 2016 Benefit Year 

To belter understand the issues that impact health insurance premiums, it is important for 
policymakers to focus on the following factors: ( I ) underlying health care costs; (2) provider 
consolidation; (3) the covered population; (4) ta.\cs and fees; (5) benefit mandates; (6) the 
ACA's premium stabilization programs; and (7) premium subsidies and related factors. 

Underlying Health Care Costs 

Health insurance premiums track directly with the underlying cost of medical care. Rising prices 
for care, particularly for prescription drugs and medical treatments, continue In make coverage 
more expensive for consumers. 

A recent analysis ofCensus Bureau data by the Kaiser Family Foundation' found that health care 
costs increased by 7.3 percent in the first quarter of2(ll5 (compared to the first quarter of 20 1 4), 
wiUi hospital spending increasing by 9.2 percent. 

Additionally, an October 2014 study' by the Health Care Cost Institute found that rising prices 
"were the primary drivers of spending growth for all medical service categories and brand 
prescriptions” in 2013. This study found that the average price paid per service increased by 6.7 
percent for inpatient .services, 5.8 percent for outpatient .services, 2.5 percent for professional 
procedures, and 2 1 .2 percent for brand name prescription drugs. 

Prescription drug prices, particularly For high-priced specialty medications, continue to .soar and 
are one of the leading drivers of health care cost increases, (n 2014, national spending on 
prescription drugs increased 13 percent - representing the largest annual increase since 2001 - 
and specially drug spending increased 26.5 percent.^ 


' IK/// Street Junrnai, “Nerv Ev iJence Health Spending Es Griming Easier Again." Drew Allman, President and 
CEO nrihc kaiser Eamily I nundaiiun. June 1 1,2015 

^ tlcpllh Care Cnsi Instiluie. 2///i Health Care Cost and VtiUcatinn ^e/jf>r/, October 2014 

*IMS Inslilule for Healthcare Intbrnialics, IMS Health Stndv: 20! 4 a Record-Setting Year for U.S. Medicates, April 
14,2015 


3 



82 


Provider Consolidation 

A new AHIP data brief* highlights research showing a statistically significant positive 
correlation between increases in health insurance premiums and the degree of hospital 
consolidation in Exchange markets in three stales. The findings of this research, based on an 
analysis of monthly premium data from October 2014, demonstrate that: 

• In Georgia, insurance premiums were 35 percent to 52 percent higher in highly consolidated 
markets compared to premiums Ibr plans offered to residents in markets having less provider 
consolidation. 

• In Missouri, people living in highly consolidated markets paid 31 percent to 46 percent more 
than those living in areas of the state with greater levels of hospital competition. 

• In Ohio, premiums were 9 percent to 13 percent higher in the least competitive hospital 
marketplaces compared to premiums in more competitive markets. 

Our data brief also highlights research from other studies showing, for example, that: ( I ) 
physician prices increased, on average, by 14 percent for medical groups acquired by hospital 
systems: (2) hospital mergers in already concentrated markets could result in price increttses of 
as much as 20 percent, without any corresponding improvement in die quality of care; and (3) 
local hospital ownership and multi-hospital health system ownership of provider groups resulted 
in per patient expenditures that were 1 0 percent to 20 percent higher than for patients seen at 
independently owned groups. 

Covered Population 

The mix of enrollces participating in the new marketplaces - particularly with respect to age and 
health status - has a significant impact on the cost of providing coverage. Across many states, 
costs are higher because Exchange enrollees tend to be relatively older and have chronic 
conditions. 

Under the Administration's transitional policy for pre-ACA plans, a number of states have 
allowed consumers to renew policies that pre-date the law's coverage requirements. The 
marketplaces in these states may not have the broad participation that is needed among the young 


■* AtttP Itaia Brief. Impact of HospUot ComoUihWtm nn Hvahh Insuram'e Premmms. June 2015 
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and the healthy to offset some of the cost increases associated with the ACA's requirements. 
According to the American Academy of Actuaries*, “if lower cost individuals retain their prior 
coverage and higher cost people move to new coverage, the medical spending for those 
purchasing new coverage could be higher than expected." This expectation is reinforced by an 
analysis by the National Institute for Healthcare Management Foundation'', which projected that 
states that adopted the transitional policy will experience premium increases that are lU percent 
larger, on average, than in other states. 

The continued adverse selection created by the extension of the transitional policy can be 
expected to place upward pressure on premiums in some states. Conversely, as the transitional 
policy begins to phase out and as more individuals enter the ACA-compliant risk pool, this could 
have a stabilizing effect on premiums in future years. 

Taxes and Fees 

The ACA imposes an assorimem of taxes and fees at the federal level - most notably the health 
insurance tax. Additionally, some stales have imposed taxes and fees, including those intended 
to help finance the operations of the new marketplaces. 

The ACA health insurance lax is set at $8 billion in 2014, SI 1.3 billion in 2015 and 2016, S13.‘l 
billion in 2017, and S14.3 billion m 2018. In subsequent years, the lax will increase annually 
based on premium growth. The most recent estimate from the Congressional Budget Office 
indicates that this tax will cost SI 42 billion over ten years. 

We are deeply concerned that implementation of the new health insurance tax is undermining 
efforts to control costs and provide alTordable coverage options. An Oliver Wyman study’, 
commissioned by AHIP, has concluded that the health insurance tax alone will increase the cost 
of family coverage in the individual market by an average of $5,118(1 over the ten-year period ol 
2014-2023. I'his study also estimated that the health insurance lax will increase the cost of 
family coverage in the small group market by an average of $6,830 over the .same ten-year 
period. Additionally, a slate-by-slale analysis* by Oliver Wyman has provided per-person and 
cumulative estimates of the impact this tax will have on individual market consumers. 


* American Academy nf Actuaries. to Adtlreny tmurutu\' CamvHaUmn Cmild Throtnen Viahdity of Nett 

ACA Insurant V Mttrkels. press release. November 14.2013 

^ National Institute tor Healthcare Management Koundatinn, O'/h/t to Export for 20/3 ACA Ptvtnluuis An Arfuttry 
Opens the Block Bax, May 20 1 4 

' Oliver Wyman, Usiimalcd Premium Impacts of Annual Fees Assessed on Health Insurance Plans, ttetober 201 1 

* Oliver Wyman, Annual Tax on Insurers Allocaied by Slaic, November 2012 
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employers, and Medicare Advantage enrollecs in all 50 stales, as well as Ihe impact on slate 
Medicaid managed care programs. 

Mouse and Senate bills proposing to fully repeal the health insurance lax (H.K. 928 / S. I83| have 
been cosponsored by 230 Mouse members and 35 .senators. The bipartisan Mouse bill now 
claims a majority of Mou.se members as cosponsors - a significant milestone in demonstrating 
widespread congressional support for taking action on this issue. These efforts to repeal the 
health insurance lax. which our members strongly support, would take an important step tow ard 
making health coverage more alTordable. 

Uenefit Mandates 

The ACA requires health plans to provide coverage for an essential health benefits (EMB) 
package covering a broad range of mandated benefits, some of w hich typically were not included 
in pre-ACA individual and small group policies. The health rcfbnn law lurthcr requires that 
coverage sold through Ihe Exchanges must he at one of four actuarial value levels: 60 percent 
(Bronxe); 70 percent (Silver); 80 percent ((Jold); or 90 percent (Platinum) - meaning that the 
policy is required to cover a specified percentage of the health care costs of a standard 
population. The costs associated with these benefits are factored into premiums. 

Slate-mandated benefits al.so may go above and beyond what is required by the ACA. These 
additional required henefils add to the cost of coverage and are reflected in insurance premiums. 

ACA Premium Slabilizalinn Programs 

The ACA established three premiiun stabilization programs - risk adjustment reinsurance, and 
risk corridors - in an effort to promote competition and affordability for consumers during the 
early years of the law’s implementation. Our members strongly support these programs as 
essential tools for helping to create a stable and predictable cn\ ironmeni for consumers who arc 
purchasing coverage in the new marketplaces. 

While these programs play a critical role in promoting market stability and allbrdabilily for 
consumers, there will be reduced funding for reinsurance next year- $4 billion in 2016, down 
from 56 billion in 2015. This will result in reduced reinsurance payments for 2016. whieh in 
turn is likely to place upward pressura on premiums. 
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ACA -Subsidies and Other Factors 

The ACA provides premium assistance ta.s credits and cost-sharing reduction (CSR) subsidies to 
make coverage alTurdahle tor low-income and moderate-income families. According to the 
Department of Health and Human Services (HHS)’, appro.simalcly 85 pereeni of Exchange 
enrollces nationwide currently are receiving tax credits, averaging S272 per month, to cover a 
portion of their premiums. In addition, 57 percent of Exchange enrollees arc receiving CSR 
payments that reduce the amount they pay for deductibles, coinsurance, and copayments. 

Finally, the ACA subsidies are linked to the individual mandate which is enforced through a 
penalty set at S325 or 2 percent of household income (w hichever is higher) in 2015. This penally 
will increase next year to S6d5 or 2.5 percent of household income (whichever is higher). 
Combined with financial assistance and increased consumer aw areness of the new marketplaces, 
the individual mandate penalty is designed to encourage more individuals, particularly younger 
and healthier individuals, to participate in the Exchanges. This will place downward pressure on 
premiums by promoting brtiader participation and more stable markets. 


III. Avalere Analysis of Premiums fur 2016 

A recent analysis by Avalere Health LLC"’ provides insights into the premiums consumers will 
pay in 2016 for individual Exchange plans in seven states and the District of Columbia. 

This analysis found that proposed premium increases are largely .stable in 2016, with premiums 
for all .Silver plans increasing by an average of 5.8 percent in Connecticut, Mary land, Michigan. 
Oregon, Virginia, Vermont, Washington, and the District of Columbia. Avalere further 
concluded that premiums for the lowest cost Silver plans incrca.sed by an average of 4.5 percent, 
and that premiums for the second lowest cost Silver plans increased by an average of I percent. 

The Avalere analysis examined premiums for an individual. 50-year-old non-smoker and focused 
on 2016 rate filings obtained through Department of Insurance websites as of May 29. 2015. 
State-specific data for the average Silver plan are shown below; 


* L.S. Ocptmmeni offleulih anil Human Sinviccs. h EffucntaieU Enruilmcm Comisiunt wiik DL'purinu'ttf \ 

20 fS Goal, press release. June 2, 2UI5 

Avalere llealih LLC,Lfiwcst-Cwii Exchange Premiums Remain tompetitive ia 2016, June 1 1.2015 
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Staila 

#arai3«*Sttv«rPlw 

20^9 2B16 HChaiq^ 

CT 

S505 

$525 

4.0% 

DC 

5393 

$424 

7.8% 

MD 

$377 

$409 

8.5% 

Ml 

$443 


-5.3% 

OR 

$376 

$421 

12.0% 

VA 

$422 

$469 

11.0% 

VT 

$455 

$483 

6.2% 

WA 

KiSSU 


4.0% 

Average 



5.8% 


These data arc Cor unsiihsidized premiums, not ineluding the ACA's premium assistance tax 
credits. As we noted above, approximately 85 percent of Exchange enrollees nationw ide are 
receiving tax credits this year - meaning that out-of-pocket premium costs for most consumers 
will be .somewhat lower than the amoimts shown in the table above. 


IV. Conclusion 

■fliank you for considering our perspectives on issues alTccting health insurance premiums. Our 
members arc strongly committed to continuing to work with Congress, the Administration, and 
other stakeholders to expand access to high quality, affordable coverage options. 
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